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Experience under the Payne-Aldrich Law of August 5, 
1909, has firmly convinced the people of the United States that 
the legislation in question is not satisfactory. Politicians have 
been slower to learn, but even they are now ready to consider 
the present tariff with a view to revising the act. The chas- 
tisement of the Republican party has been sufficient to show the 
organization that it went too far in the effort to force a dis- 
honest and extortionate piece of legislation upon an unwilling 
public; while the opposition has learned through observation 
that the tactics it pursued when the tariff bill was in Congress 
were as distasteful to the community as were those of the 
political leaders in power at the time. Because of these condi- 
tions there has been a decided change of outlook with reference 
to tariff revision, and today the country is obviously facing an 
attempt to do away with some of the iniquities of the existing 
régime. President Taft has summoned an extra session of 
Congress which, though called for another purpose, is now 
attempting a preliminary revision of certain schedules. Ulti- 
mately, however, the new Congress will have to revise all. 
Under these conditions, the state of the national consciousness 
on the theory and methods of revision becomes of fundamental 
significance. 

Four distinct groups have appeared in Congress. One in- 
cludes the conservative ultra-protectionists of the Republican 
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party. A second is composed of the so-called “progressive” 
Republicans whose attitude on the tariff favors a reasonable 
downward revision. A third composite group consists of 
Democrats whose traditional policy favors lower duties. The 
fourth is made up of senators whose recent record raises the 
gravest of doubts as to the existence of any unity or consist- 
ency in tariff policy among the members of the Democratic or- 
ganization, since this group is far closer to the ultra-protective 
Republicans than to any other section of opinion. President 
Taft’s effort to unite the members of his party in support of 
the existing duties was originally based upon the opinion that 
regularity in party faith was essential, and that such progress 
as could be made must be dependent upon concessions made by 
the ultra-protectionist wing. Of late there has been an evident 
change in point of view, and the Executive has manifestly 
tended within the past few months to ally himself more dis- 
tinctly with the reform wing of the party, insisting that the 
conservatives yield their position so far as to allow tariff re- 
form investigations, conducted by a “board” or “commission” 
with the object of recommending changes in duties wherever 
such changes might be found warranted or demanded by indus- 
trial conditions. Confronted by a victorious Democratic party, 
favoring the tariff revision which he himself urges, the Presi- 
dent and his followers now recognize that the difference be- 
tween them and their opponents must be made evident in such 
a way as to command popular regard for the administration 
and its methods rather than for the opposition party. The 
question whether more can be expected in tariff revision from 
the leadership of President Taft or from that of the Demo- 
cratic leaders thus becomes acute. Moreover, personalities 
apart, the fundamental issue is raised whether the ideas and 
theories of the President as respects revision are superior to 
those of his party opponents. In the search for something that 
would differentiate the tariff reform proposed by the adminis- 
tration from that proposed by the Democrats, there has, how- 
ever, been thrown to the front the question whether such re- 
form shall be undertaken on a so-called “scientific” basis, or 
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whether it shall be attempted, as in the past, through political 
organizations and by political methods, the difference in tariff 
policy between the two parties being a difference dictated by di- 
vergence in point of view with reference to the question what 
a tariff is and what it stands for. This issue has assumed form 
in the question whether there shall be a tariff board or com- 
mission entrusted with the duty of recommending changes in 
schedules to Congress, or whether there shall be a revision upon 
old-fashioned lines through the agency of committees of Con- 
gress. In order to understand the peculiar position thus 
reached by the tariff controversy, it is necessary to consider 
briefly the history of the board or commission proposal, which 
has been pressed with vigor by the federal administration, for 
the past few months, and which will no doubt continue as an 
integral feature of its policy during the coming contest. 


I 


Since about a year before the passage of the Payne- 
Aldrich Tariff Law of 1909, the demand for the creation of a 
tariff commission to deal with desired changes in duties has been 
persistent and constant. During the struggle over the Payne- 
Aldrich Law, bills creating such commissions were introduced by 
various members of Congress, probably the best known being 
that which was offered by Senator Beveridge. Although the 
“old-line” members of Congress were bitterly averse to any 
such investigation of the tariff as was thus proposed, the in- 
sistence of President Taft succeeded in forcing the incorpora- 
tion in the Payne tariff law of the following provision: 


Whenever the provisions of the maximum tariff of the United States 
shall be applicable to articles imported from any foreign country they shall 
be applicable to the products of such country, whether imported directly 
from the country of production or otherwise. To secure information to 
assist the President in the discharge of the duties imposed upon him by 
this section, and the officers of the government in the administration of the 
customs jaws, the President is hereby authorized to employ such persons as 
may be required. 


Acting under the vague authority granted by this provision, 
President Taft appointed in the autumn of 1909 three persons 
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who were constituted a “Board” for the study of the tariff, 
and in March, 1911, he added two others,” thus enlarging the 
board to five members, the first three to be appointed being Re- 
publicans and the last two Democrats. The efforts of the new 
board during the first six months of its life, or until about April 
I, 1910, were entirely confined to studying foreign tariff sys- 
tems and determining under what conditions, if any, maximum 
rates should be applied to goods coming from foreign countries. 
From about April 1, 1910, however, the board’s work has been 
directed to the analysis of our own tariff schedules and the 
ascertainment of facts regarding them. Starting with an ap- 
propriation of $75,000 for the year 1909-10 the board raised 
its requirements to $250,000 for the year 1910-11 and received 
the amount asked for in a section of the Sundry Civil Appro- 
priation Bill for 1910-11 (June 25, 1910) which reads as fol- 
lows: 

To enable the President to secure information to assist him .. . . and the 
officers of the government in administering the customs laws, including such 
investigations of the cost of production of commodities, covering cost of 
material, fabrication and every other element of such cost of production, as 
are authorized by said act, and including the employment of such persons 
as may be required for those purposes; and to enable him to do any and all 
things in connection therewith authorized by law, two hundred and fifty 
thousand dollars. 


In similar language the Sundry Civil Appropriation Bill for 
1911-12 (March 4, 1911) provided that: 


To enable the President to secure information to assist him... . and 
the officers of the government in administering the customs laws, including 
such investigations of the cost of production of commodities, covering cost 
of material, fabrication and every other clement of such cost of production, 
as are authorized by said act, and including the employment of such persons 
as may be required for those purposes; and to enable him to do any and all 
things in connection therewith authorized by law, or if a Tariff Board be 
established by law then for the purpose of meeting the expenditures author- 
ized by the law, two hundred and twenty-five thousand dollars, together with 
the balance unexpended July first next of the appropriation made for these 
purposes for the fiscal year nineteen hundred and eleven. 


* These three were H. C. Emery, chairman, J. B. Reynolds, and A. H. Sanders. 
* The two latter appointees were T. W. Page and W. M. Howard. 
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The Tariff Board, if established by law, shall make report to each 
House of the Congress on the wool and woolen schedule not later than 
the first Monday in December, nineteen hundred and eleven. 

How this sum of $325,000 (to July 1, 1911) has been spent, 
it would be difficult to say in detail. Chairman H. C. Emery 
gave the House Committee on Appropriations an outline of 
some of the lines of expenditure in February, 1911,* but apart 
from this no description has ever been made public, no account- 
ing rendered, and no scheme of organization revealed. Large 
salaries, heavy payments to experts, costly visits to Europe, and 
maximum per diem allowances have taken at least one-half of 
the money; the balance has been used in establishing a small 
force of investigators in the Treasury Department, and in sup- 
porting a still smaller staff of special agents in the field. The 
item of $225,000 carried in the appropriation bill for 1911-12 
(passed March, 1911), for the support of the board during 
the year 1911-12, was allowed only after a bitter struggle to 
secure the passage of a bill making the Tariff Board a perma- 
nency. Such a bill was framed by the officers of the adminis- 
tration and handed to Representative Nicholas Longworth of 
Ohio for introduction in the House shortly after the Christmas 
holidays of 1910. Mr. Longworth presented the measure as he 
had been instructed to do, but defects in the bill and the per- 
sonal antagonism aroused by the thrusting forward of Mr. 
Longworth himself rendered it necessary to take some fresh 
action. The bill was finally reframed by the Ways and Means 
Committee, given a new name, reported to the House, and 
passed. In the Senate it encountered opposition and after 
lengthy and spectacular maneuvers, accompanied, however, by 
but little debate, it was at last forced through shortly after 9:00 
A.M. on March 4, the session closing at noon by limitation. Al- 
though votes enough to carry the bill had been engaged in the 
House, it was possible by a parliamentary maneuver to defer a 
vote. Noon came without its having been adopted notwithstand- 
ing that the administration put forth its utmost effort to compel 
action. The board therefore remains an extra-legal body, with- 
out statutory authority-—a half-million-dollar experiment. 

* Hearings of the House Commitiee on Appropriations, 1911. 
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Why has this board been created and so urgently supported ? 
When the Payne tariff was under consideration, both President 
Taft and others insisted upon the application of the principle 
of “comparative cost of production” to the formulation of rates 
of duty. Many times both before and during the process of 
revision, Mr. Taft insisted in public utterances that what was 
desired was the establishment of rates that would nearly equal- 
ize home and foreign costs, and would place the domestic pro- 
ducer upon the same level as his foreign competitor with a 
“reasonable profit” to justify him in remaining in business. The 
same assertion was repeatedly made upon the floor of Congress, 
although those who talked most positively paid the least heed 
to information regarding cost when it was offered to them. 
Senator Aldrich absolutely refused to receive such information 
in the Senate Finance Committee, and the House Ways and 
Means Committee merely “pigeonholed’”’ the few items of in- 
formation on costs that came to it, without paying any real heed 
to the-data thus obtained. The scheme of fixing duties in pro- 
portion to comparative costs was found to be wholly out of the 
question from the practical standpoint, while the men in charge 
of legislation were so little able to comprehend economic prob- 
lems that, although the weakness of their so-called “principle” 
was repeatedly pointed out to them, they paid no heed to the 
statements thus made but continued obstinately and blindly in 
the methods of tariff-making handed down from the Civil War. 
These time-honored methods were mainly those of allowing 
practically any rate of duty domestic manufacturers might ask 
for, provided that they could back their demands with sufficient 
political influence, or were sufficiently astute to maneuver a 
given rate through both Houses. President Taft was still of 
the opinion that the cost-of-production plan of fixing duties 
was sound in theory and had failed merely through a lack of 
sufficient information during the discussion of the Payne tariff. 
Immediately after that tariff had been enacted into law, he 
started upon a lengthy journey, in the course of which he un- 
dertook the vindication of the law. In the statements then 
made, the President practically took the view that the law in 
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question was only a preliminary effort whose defects, what- 
ever they might be, were due to lack of information and were 
to be corrected through the compilation of accurate and de- 
tailed data obtained by a body of expert investigators. It was 
with this idea in mind that Mr. Taft appointed the Tariff Board 
and set its members at work first to study and apply the maxi- 
mum tariff provisions of the Payne-Aldrich Law and then to 
ascertain the extent of the changes in rates of duty required to 
put the tariff system upon a more legitimate basis. 


II 


It has required only about a year of experience to bring 
both the President and his Tariff Board—whose first three mem- 
bers apparently accepted office under the impression that duties 
could be fixed on a comparative cost basis—to a realization that 
this “principle” is illusory. In a letter written by President 
Taft in August, 1910, to William B. McKinley occurs the fol- 
lowing remarkable statement :* 

When we understand that the cost of production differs in one country 
abroad from that in another, and that it changes from year to year and from 
month to month, we must realize that the precise difference in cost of pro- 
duction sought for is not capable of definite ascertainment, and that all 
that even the most scientific person can do in his investigation is, after 
consideration of many facts which he learns, to exercise his best judgment 
in reaching a conclusion. 

That President Taft had drawn these greatly altered ideas 
on the subject of cost of production directly from members of 
the Tariff Board with whom he had consulted was the general 
opinion at the time he made his utterance, and was even inti- 
mated in semiofficial quarters. Whether Mr. Taft did actually 
abandon the earlier expression of strong belief in the cost-of- 
production theory of tariff revision in consequence of advice 
and suggestions received from members of his board, or whether 
he had actually changed his mind as the result of further indi- 
vidual thought, is a question which is more interesting psycho- 
logically than historically. It is at all events true that a very 
substantial change in his doctrine on tariff revision has now 
been accepted by the President. The Tariff Board itself was 

* Republican Campaign Textbook (1910), 9. 
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not slow to fall openly into line with executive opinion on this 
subject, for during the early autumn of 1910, members of the 
board indicated a decided disposition to abandon cost-of-pro- 
duction lines of thought in theory and an inclination to accept 
the President’s new point of view with reservations. This dis- 
position was brought to a climax in an address delivered by 
Chairman Emery of the board at a meeting in Chicago on 
December 3. Mr. Emery then said with reference to the ques- 
tion of cost of production: 

It is unfortunate that so much emphasis has been laid on the ques- 
tion of getting relative costs, since many people have assumed this to 
be both an easy and a complete solution of the question. Any practical man 
knows that both these assumptions are faulty. One of the most difficult 
problems which a manufacturer has to solve in his own business is to deter- 
mine the cost of any individual article which he produces. In fact, it 
would not be unreasonable for a manufacturer to respond to a request from 
such a body as ours for his costs of production: I would give them to 
you if I could get them, and I am willing to pay you a good sum if you 
will find them out for me. We were puzzled at the very outset by the 
question: “What do we mean by cost of production? Exactly what items 
are to be included? According to what definite principle are all general 
items to be prorated for a given product?” In fact, much of our time was 
devoted to working out a careful scheme of cost accounting which would be 
of such character that it could be adapted to the peculiarities of each 
industry without departing from a general, uniform plan. .... Of course, 
in a great many instances it will be utterly impossible to apply such methods, 
and we have to determine clearly just how far we can go in each case and 
how significant the results are. It is doubtless a hopeless task to attempt 
to get the comparative cost of production in different parts of the world 
of a quart of milk or a dozen eggs. It would doubtless prove a needless 
task, if not impossible, to get comparative cost of farm products in general. 
In the same way there are many manufactured articles of such a unique 
quality that no comparison can be made between the products of different 
mills. On the other hand, there are many standardized articles where per- 
fectly definite results can be secured. It certainly is possible to determine 
the cost of turning pig iron into steel rails or of turning a given quantity 
of pulp wood at the mills into print paper. Although it may prove im- 
possible to secure the actual cost of production of many fancy textile 
fabrics, there are certain definite processes which can be studied from the 
cost point of view, and there are various kinds of cloth which, though not 
standard in the strict sense of the term, are yet near enough to it for all 
tariff purposes. 
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It seems hard to believe that some portions of this statement 
could have been made by a consistent thinker. Obviously if the 
cost principle had any application whatever it would hold quite 
as true of the cost of producing a quart of milk or a dozen eggs 
as of that of producing steel rails. What the speaker must 
have meant—and apparently all he could have meant—was that 
in industries conducted on the capitalistic basis, in which regu- 
lar books are kept, it would be more nearly possible to ascertain 
the money outlays involved in producing a given article than 
in more primitively organized industries. Essentially Mr. 
Emery appeared to identify the notion of money outlays or 
expenses of production with that of costs. But it was at all 
events clear to the speaker that in a large range of articles the 
formulation of tariff rates based upon money costs was impos- 
sible and absurd. 

Notwithstanding these disclaimers and in spite of the fact 
that the cost-of-production notion has been intellectually rec- 
ognized by both the administration and the Tariff Board as 
unsatisfactory, the fact remains that the board has done practi- 
cally all its work along strictly cost-of-production lines. No- 
body questions that this board has, up to date, been amply 
supplied with funds or that it has in the main been satisfactorily 
equipped for investigation. Two members of the board have 
made extended visits to Europe and the third has traveled ex- 
tensively in the United States. Employees of the board have 
also visited Europe and numerous consultations have been had 
with individuals and with groups of business men in this country 
regarding the course best to be pursued. The board, prior to 
March, 1911, had definitely embarked upon three main lines of 
investigation: (1) the drug and chemical schedule, (2) the raw 
wool duties, and (3) the wood pulp and print-paper duties. In 
addition it had engaged various experts to report upon certain 
duties and it has tentatively considered lines of inquiry in con- 
nection with specified portions of the tariff. Of the investi- 
gations, the only ones that have as yet been carried far enough 
to permit a positive prediction of their result are those relating 
to raw wool and wood pulp and print paper. The drug and 





370 JOURNAL OF POLITICAL ECONOMY 


chemical inquiry was thwarted in its inception, at least for the 
time being, by the hostility of the combined manufacturers en- 
gaged in the industry, and the other investigations are still too 
nebulous to permit a judgment upon them. But enough has 
been done upon the two already indicated to show exactly what 
is being attempted, and from these a general judgment of the 
future may be formed. 

In the raw wool inquiry it has been sought to ascertain the 
exact cost of wool raising. A detailed schedule was mapped out 
for use in the eastern sheep-raising districts and, after selected 
lists of names of farmers primarily engaged in wool raising 
had been obtained from the census, the schedules were placed in 
the hands of agents who were to obtain the data direct from 
the farmers. A modified form of the same schedule is being 
employed in the West and Southwest. 

A series of detailed schedules is being employed in connection 
with wood pulp and print paper. Permission was obtained 
from the International Paper Company to place special investi- 
gators in each of its 27 plants, and similar permission was later 
obtained from some of the independent concerns. 

Some light upon the results likely to flow from work of 
this kind may be had from a mass of material supplied by the 
board to Congress in response to a resolution presented to the 
Senate late in February by Senator Cummins of Iowa. In this 
resolution request was made for data on pulp and paper, on 
agricultural products, and on several other items. The board 
replied that it had not sufficient data upon which to base its 
answer save as to pulp, paper, and farm products. As to these, 
it transmitted information.® From the materials thus furnished, 
costs of pulp and paper in various stages of manufacture were 
found to be as foliows: 


As will appear from Table I, the total cost of producing ground-wood 
pulp shows an average for all the mills investigated, covering a production 
of more than $9,000,000, of $14.78 per ton. The cost of ground wood has 
advanced considerably in the past ten years. From such figures as we have 
collected the increase has been somewhat more than 50 per cent. This in- 
crease seems to have been due almost entirely to the increase in the cost of 


*Senate Doc. No. 849, 61st Cong., 3d sess. 
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wood, since advances in wages do not seem to have increased the labor cost 
per ton of pulp. This is due to the greater efficiency of labor and plant. 
The range cost is from $10.13 in the lowest cost mill to $20.07 in the highest. 
The difference between the two costs reflects a striking difference prevail- 
ing in the various mills in the ground-wood-pulp industry in the United 


TABLE I 


TotaL Cost, RANGE oF Costs, AND AVERAGE CosT OF SPECIFIED ITEMS PER TON OF 
Propuct USED IN THE MANUFACTURE OF GROUND Woop, SULPHITE FIBER, 
AND NEws PRINT PAPER FOR ALL MILLs IN THE UNITED STATES REPORTING 








RANGE oF Cost 
Tora Cost oF PER TON OF Propuct 

SpEcrFIeD ITEMS IN 

Mitts REPORTING 





Lowest Highest 





$ 6,698,343.75 | $7.33 | $15.01 
1,330,012.98 .98 3-78 
1,269,580.82 29 7.00 





___9,288,947.55 _ .13 20.07 








6,740,836. 23 .28 25.89 
1,283,702.25 .09 4.83 
3,528,529.65 48 13.02 





Total cost in bulk at mills. 11,563,068 .13 II 38.43 _ 








News print paper, stock: 
Ground-wood pulp.......... 9,965,192.83 -79 18.54 61 
Sulphite pulp 6,663,284.93 .31 13.89 -43 
Other materials 920,683.42 .31 3.08 .17 





Total stock 17,549,161 .08 15.28 28. 25 
Manufacture—labor 2,570,770.84 2.19 6.06 25 
Other costs 5,585,130. 81 5.44 8.55 .07 





Total cost in bulk at mills. 25,705,007 .73 25.38 39.57 8 

















States, and in the single item of wood the range of cost is even wider, 
being from $7.33 of pulp in the lowest to $15.01 per ton in the highest. 
From the detailed figures it appears that the cost per cord of pulp wood 
ranges from $7.70 to $15.34, these being figures actually charged on the books 
of pulp manufacturers. Nearly every range of cost between the two extremes 
mentioned above is to be found in the detailed figures. These variations 
are due partly to natural causes, such as location and facility of transport, 
and partly to the different methods of charging for wood by mills owning 
their wood supplies, as explained in the preceding statement. 
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As to agricultural products, the board contented itself with 
transmitting tables of comparative prices showing quotations 
for the United States and Canada, figures giving values of farm 
land in Canada and the United States, and rates of wages, prices 
of machinery and the like in the two countries. It is a significant 
and interesting fact that among the “comparative agricultural 
statistics for the United States and Canada” furnished by the 
board there was included a table of farm-land values. This, as 
is evident from the context and as has been admitted by members 
of the board in conversation, was supplied on the theory that the 
cost of land directly affects the selling value of farm products 
and may be regarded as analogous to the cost of capital to the 
manufacturer. It is worth noting also that in estimating money 
costs tariff charges affecting prices appear to have been included 
as a part of the actual cost of production. 

Supposing that the data collected by such methods as have 
been described, from each of the industries in which they were 
applied, were absolutely accurate and complete, what would 
the information thus presented amount to? It would presum- 
ably afford the basis for a knowledge of the money costs or 
outlays involved in producing a unit of raw wool or of print 
paper. Of what service would this be? The theory upon which 
the board has been working has been that, provided similar 
money cost or outlay figures could be obtained from plants con- 
ducted by our foreign competitors in production of correspond- 
ing articles, it would be possible to draw conclusions as to the 
adequacy of the tariff protection now accorded to the articles 
referred to. Upon these some conclusions regarding the reform 
of the tariff could be founded. This theory is evidently still 
based upon the belief expressly repudiated both by President 
Taft and by Chairman Emery, in its application at least to many 
classes of goods, that cost of production can actually be ascer- 
tained and employed for the purpose of determining tariff rates. 
The board, whatever else it is doing, and despite the disclaimers 
of the chairman, is undoubtedly seeking to ascertain money 
costs. How far such an effort will be helpful can be ascertained 
only by an analysis of the significance of comparative cost 
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of production in this connection from a purely theoretical stand- 
point. 
III 

Abstractly stated, the idea of money cost of production as a 
guiding principle in tariff‘revision is simple. Suppose the ex- 
istence of two countries, A and B, each of which produces but 
one commodity—X. If the real cost of producing a unit of X 
in each of the two countries is the same the article will go on 
being produced by each. If, now, X is but one of a series of 
articles and country A has a greater advantage in producing 
some commodity other than X it may conclude to devote its 
whole attention to that other commodity and to import its sup- 
plies of X from country B. But we may fairly assume that, 
other things being equal, the two countries will produce X for 
their own needs because cost of production is the same and 
transportation expenses are saved by making the goods locally. 
Suppose however that with the application of a given amount 
of labor and capital only one-half as much of X can be pro- 
duced in country A as in country B. Then, on the basis of the 
familiar protective theory, if X is to be produced in A, a duty 
must be imposed upon quantities of X shipped from B to A 
equal to this difference in cost. Such a duty will presumably 
equalize the conditions and prevent the manufacturers of A 
from being driven out of business by the low-priced goods 
shipped from B. This, however, assumes that the differences 
in cost of production between the two countries can be more 
or less accurately measured in money and that in fixing the pro- 
tective duty a rate can be established which will roughly cor- 
respond to these differences in cost as stated in terms of money. 
Supposing that such is the case, the plan of equating costs of 
production can be carried out in the way indicated. A further 
question now arises. Suppose that the commodity in question 
is not produced by a single individual or concern in either A 
or B but that there are (say) three gradations of producers in 
each country with costs differing between them. In country A, 
which produces at a disadvantage, we may assume that these 
three grades of producers are represented by the numbers 1, 
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2, 3. If now the three grades of producers in country B are 
represented by the numbers 4, 5, 6, the higher number in every 
case representing the output and standing for the producer who 
can turn out his goods at least expense, it is evident that a rate 
of protection which will prevent the most productive manufac- 
turer in B from shipping his goods into A at any price that will 
interfere with No. 1, the poorest producer in A, will inevitably 
give to producers 2 and 3 in A a much larger margin of profit 
than can be obtained by 1. It is also plain that if at any time 
in the future conditions should change in such a way as to per- 
mit exportations from B to A, it would at first be only under 
conditions such as would suffer the most productive manufac- 
turer in B to ship since he alone could overcome the protective 
duty and get the goods into country A in competition with the 
articles most cheaply produced there. 

A more complex situation arises when a number of articles 
have been protected by duties supposed to represent their disad- 
vantages in cost. When such tariff rates have been imposed 
the comparison of money costs falls to a position of scarcely 
any interest. Since one industry uses the products of others. 
the latter being themselves the output of protected plants, no 
fair comparison of money costs is feasible. Moreover, since 
money wages are adjusted to correspond with the higher range 
of prices in the country, the cost analysis which depends upon 
the ascertainment of wage payments for the labor element rep- 
resents nothing of significance. All this, moreover, is based 
upon the assumption that all possible records and data relating 
to money costs are carefully kept and are made accessible to 
investigation in every country desired. The facts, of course, 
are quite opposed to any such supposition. Not only is cost ac- 
counting an undeveloped branch of accounting in general but it 
is applied in only a small percentage of establishments either here 
or abroad. Finally, it remains true that manufacturers in the 
United States have shown great reluctance, and that those in 
foreign countries have absolutely refused, to open their books _ 
to investigators. _ ——___—— . 

The case against the cost- eatiaiion: theory as a regu- 
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lator of tariff duties may be summed up in a series of proposi- 
tions somewhat as follows: 

1. In practice the ascertainment of costs is impossible. No 
board or commission has the power to demand cost statements 
from manufacturers or producers; and if it had, it could not 
secure truthful statements. Moreover, there is no way of 
obtaining statements of any kind from foreigners. 

2. Even if all manufacturers both here and abroad were 
willing to throw open their books in an absolutely honest and 
impartial way to an all-powerful commission it would be of 
little service. This is because cost accounting is not generally 
practiced by producers and because, where it is practiced, there 
is no general agreement as to the treatment of different elements 
of cost. 

3. If there were a perfect system of cost accounting in- 
stalled upon a uniform basis in every plant manufacturing a 
given article throughout the world, knowledge of comparative 
costs would still be of little service, since costs in every country 
would have to be known before any conclusions could be arrived 
at as to what tariff rate was needed to protect a given country 
against the competition of others. 

4. If all these facts were known for every country, the 
difficulty would be about as great as it was previously if the 
data were to be used for the establishment of tariff rates. This 
is because costs of production vary as widely within a given 
country as they do between different countries. Unless it were 
known whether a duty were to be imposed for the purpose of 
equalizing costs as between the best, the poorest, or the average 
(or normal) establishment in the several countries, the informa- 
tion about costs would be useless as a basis of tariff duties. 

5. Even with knowledge on all of the points already enu- 
merated, and with a clear-cut intention on the point indicated 
iw@@P above, the cost analysis would still be inadequate because 
of the fact that many commodities are produced in groups, or 
as by-products of one another, so that to utilize the general cost 
analysis as a basis for tariff rates it would be necessary to know 
the manufacturer’s intention with reference to the fixing of 
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pricés>-~It-would-further be necessary to know that the manu- 
facturer had no disposition to establish “export prices” at rates 
lower than those that would be dictated by his costs of produc- 
tion. 

6. If all of the foregoing factors were known, including 
positive data regarding the intention of the manufacturer in 
regard to the establishment of prices, there would still remain 
the question whether this information about costs, which is 
necessarily stated in terms of money, would have any real sig- 
nificance of a permanent economic character. Money costs do 
not correspond in all cases to real costs as measured by sacrifice 
of labor and capital. It may be true that a given country can 
produce much more cheaply than another, yet it does not follow 
that it will so produce, since its cost advantage in some other 
line may be so much greater as to dictate its devoting its atten- 
tion almost exclusively to that line. 

For all these reasons, the conclusion must be reached that 
cost of production is both practically impossible and theoretically 
unsound as a basis for the establishment of tariff duties. 


IV 


While members of the administration have in theory been 
discarding the impossible “principle’’ which was developed dur- 
ing the last presidential campaign as a guide for tariff revision 
but have in practice been applying their erroneous methods of 
studying this subject, a long-expected political revolution has 
thrown the balance of power into the hands of their opponents 
and has placed the latter in a position of comparative authority 
by giving them control of the federal House of Representatives. 
By this change in the alignment of parties, a situation has been 
produced in which it becomes practically necessary for the ad- 
ministration to reckon more or less carefully with the opposi- 
tion and to consider not only its own mental condition but also 
the views of critics in regard to the making of tariff rates. 
Further, the Democratic party, by the President’s action in sum- 
moning an extra session of Congress, has practically been placed 
in a strategic position and has secured the opportunity of antici- 
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pating the Tariff Board in the matter of revision, provided it 
proves able to take advantage of the opportunity. 

The Democrats have at least the chance of preparing bills that 
will meet the public approval and presenting them to the session 
of the new Congress which opened on April 4, 1911. What prin- 
ciple will be employed by the party in shaping these measures? 
It has been distasteful to many Democrats from a purely po- 
litical point of view that they should be obliged to depend upon 
the work of a board created by a President of the United States 
largely in defiance of the wishes of Congress and in a very 
great degree in direct opposition to the expressed views of 
Democratic leaders. The question what can be done with or 
without the officially gathered data is interesting. If the new 
House should succeed in passing a bill for tariff reform that 
would be generally considered satisfactory by the community 
at large there would be little prospect for a Tariff Board in the 
future. It would be seen that whatever was to be obtained by 
the process of revision could be had through the application 
of general knowledge and enforcement of the requirement that 
tariff conditions conform to revenue needs rather than to ex- 
treme protective demands, 

The leaders of the Democratic party in the lower chamber of 
Congress, and to a considerable extent those in the upper, have al- 
ready declared themselves in positive terms against the idea of 
cost of production as a controlling principle in the alteration 
of tariff duties and have suggested as a substitute the familiar 
catchword of a “revenue tariff.” This can signify only that in 
fixing duties the rates shall be established upon a basis that will 
yield the largest possible income, and that point of view is ex- 
pressly accepted by some who assert their belief that under ex- 
isting conditions of federal expenditure it is not possible for the 
federal government to be conducted without very nearly as 
much revenue as is derived from the various sources now relied 
upon. In recent debates, Democrats have not shown themselves 
friendly as a party to the opening of such new sources of rev- 
enue as the corporation tax. They are doubtless committed to 
the maintenance of the tariff as the greatest productive source 
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of income in national finance. In fact, try as they might, Demo- 
crats probably could not succeed in eliminating the tariff as an 
important source of revenue. In stating that they favor a 
“revenue tariff,” the Democratic leaders thus appear to be fur- 
nishing an explanation of their policy, when in reality they are 
doing nothing of the sort. While undoubtedly a rearrangement 
of duties might be made in such a way as to lower their general 
level and at the same time produce a larger income than is now 
expected, there is no evident intention of seeking any such rear- 
rangement. All that is talked of now is the revision of certain 
schedules in such a way as to shift to the free list articles which 
enter largely into family budgets, and to reduce the duties on 
others which are considered to be unreasonably high and which 
may fairly be lowered in the interest of the consumer. These 
are ideals that in the main are inconsistent with the notion of 
a revenue tariff. The shifting of any article to the free list 
necessarily means a loss of revenue, while a reduction of rate 
on an article which enters largely into consumption may or may 
not stimulate importation to a point that will offset the reduc- 


tion of duty through the collection of duty upon a greater ag- 
gregate of commodities. There is, however, another good and 
sufficient reason for believing that no rearrangement of the 


,’ 


tariff upon a “revenue basis,” in any sincere or honest sense of 
the term, is contemplated. 

In certain sections of the country which are predominantly 
Democratic in politics protective feeling is unmistakably as 
strong as it is in the most Republican of states. Conspicuous 
examples of this condition of affairs are seen in Louisiana and 
Florida, and the protectionist leanings of the representatives 
of those states are positively demonstrated by the balloting in 
Congress, by the speeches of representatives and senators, and 
by the demands for higher protection upon local products or 
upon products heretofore admitted free or at small duties. 
Probably there was no section of the country whose represen- 
tatives showed a more ultra and unreasonable attitude during 
the recent contest over the Payne-Aldrich Bill than did the 
Louisiana Democrats in their attitude upon sugar, the Florida 
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Democrats in their demand for a duty upon long staple cotton, 
or the men from North Carolina and neighboring states in their 
insistence upon a higher rate on lumber. With such ideas pre- 
vailing, can it be expected that tariff revision, if undertaken by 
the Democrats, will be directed along “revenue” lines? There 
is no reason to suppose so. The changes made by a party essen- 
tially composed as is the Democratic party cannot be of a kind 
or extent that would alienate the necessary support within the 
organization unless the leaders of the party were willing to be 
isolated and made a laughing-stock before the community. 
Their object in revision must be accepted as substantially iden- 
tical with that of the so-called progressive Republicans—that 
is to say, nothing more than the removal of excess protection 
accorded to special classes of articles and out of harmony with 
the general level of duties maintained by the tariff bill as a 


whole. 
V 


From what has been said it will be seen that although much 
is heard of tariff revision at the present time there is no clear 
or consistent principle governing any of the political groups 


which is at work upon the subject. President Taft and his 
Tariff Board or commission are following an economic ignis 
fatuus, while their opponents, many of whom are doubtless sin- 
cerely talking of a tariff for revenue, are not in a position to 
make their suggestions good and apparently have no real notion 
of a revision of the kind they speak of. This, however, is a 
situation whose significance is found primarily in connection 
with an existing problem. There is one phase of the tariff issue 
which still demands consideration—whether, entirely apart from 
the question of cost of production, there may not be an advan- 
tage in having a scientific board or commission constantly at 
work upon the tariff, accumulating and systematizing informa- 
tion with reference to existing duties, and indicating the points 
at which changes may properly be made, or, at all events, points 
where present rates are not working satisfactorily. This ques- 
tion figured in an important way during the brief and abortive 
debate on the tariff commission question at the past ses- 





380 JOURNAL OF POLITICAL ECONOMY 


sion and it will continue to be of some significance, owing to 
the fact that President Taft is continuing his Tariff Board in 
operation and seems disposed to maintain its efficacy as well 
as to attempt once more its establishment on a permanent basis. 
The question is thus raised as a serious national problem, pre- 
cisely what a tariff commission can do. 

It is positively agreed by all groups and parties in Congress 
and practically by all students of American constitutional con- 
ditions that the granting of legislative power in any measure 
whatever to a tariff commission is out of the question. The 
Supreme Court has already ruled that the President of the 
United States may be vested with authority to make changes 
in duties, such as the application of maximum rates under speci- 
fied conditions, when the circumstances to guide his action 
have been marked out by Congress with sufficient definiteness. 
This, however, is a duty which can perfectly well be performed 
by the President with the aid of the State Department and does 
not need the work of a tariff commission. The task of admin- 
istering tariff legislation, with the immense force which is neces- 
sary for that purpose, has always been confided to the Treasury 
Department and constitutes the chief duty of that organization. 
It is not a function that can properly be taken from the Treas- 
ury; and, so far as now appears, no one desires to assign to a 
tariff commission any portion of the work of customs adminis- 
tration. Congress has already provided for the judicial settle- 
ment of tariff questions by the organization of a customs court. 
This court has the function of interpreting provisions in the 
law and of settling ambiguities concerning administrative 
method. No one has suggested the transfer of such functions 
to the proposed new body. All that remains, then, for the com- 
mission to do is to pass upon industrial conditions and to make 
up its mind when changes in such conditions call for a change 
in tariff duties. This investigative function is to be undertaken 
because of the lack of reliable and positive information regard- 
ing the status of industry and the conditions which presumably 
call for the use of protective duties. 

What the proposed commission can do must therefore be 
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considered as a twofold problem—what can be done by a com- 
mission as such better than by some different type of organiza- 
tion, and what can be done by any organization working on the 
general tariff issue. Dealing with the first part of the question 
first, it is clear that nothing is to be gained by the organization 
of tariff investigators in the form of a commission, if, as al- 
ready stated, their duties are purely those of investigation. Ex- 
perience shows that such work is accomplished far better through 
the agency of a single individual acting with a corps of special 
investigators under his direction than by a group of several 
persons who may or may not be harmonious and whose efforts 
to supervise and direct such an investigation are almost certain 
to conflict with one another. Very poor results have been ob- 
tained in the past from those commissions which were created 
for investigative purposes solely, while good results have been 
obtained from bureaus or other similarly centralized organiza- 
tions placed under the charge of a single individual and di- 
rected to get such information as they could along specified lines. 
The bureau of corporations is a good example of what can be 
accomplished in this way, its reports having in many cases been 
accurate and authoritative, ranking very much higher than those 
of the various commissions and other similar bodies which have 
been called into existence by Congress from time to time. Turn- 
ing to the question what can be done by any commission, 
bureau, or other organization working on the tariff question and 
whether therefore it is wise to have such an organization at all, 
the answer must be very far from positive. The facts about 
the tariff are for the most part of a kind that admit a twofold 
interpretation, and the decision what duties are to be imposed 
in order to give adequate protection to domestic industry is 
essentially a partisan problem. As has been seen, a definite 
answer to such a question can be afforded only in case there is 
preliminary admission that protection is a desirable thing and 
that the amount of it which is “needed’’ can accurately be 
measured. Neither of these points would be universally admit- 
ted, for there still remain many persons who do not believe in 
protection at all, while a very much larger number of believers in 
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the theory think that enough has been done along many lines 
to aid in the establishment of industries, and that the most de- 
sirable national policy will henceforward be the entire with- 
drawal of protective measures in the case of those industries 
that have become firmly rooted. With still others there will 
continue to be grave differences of opinion as to the extent to 
which protection should be carried and as to whether it should 
be sought to apply a sufficient amount of duty to take care of 
the poorest plant engaged in competition or whether the pro- 
tection accorded should be enough to take care only of those 
who manufacture at “average” cost or who produce the major 
part of the supply consumed. Inasmuch as these differences 
of opinion will always exist, the tariff question will undoubt- 
edly continue to be primarily a political issue, and good will 
be derived from the operations of a commission or bureau only 
to the extent that such commission or bureau is simply an or- 
ganization for the ascertainment of fact and the study of in- 
dustrial conditions. So soon as such a board or commission 
departs from pure investigation and begins to direct its atten- 
tion to “costs” or to rates and to making recornmendations 
as to changes therein it will become a partisan body. As such 
it will be subject to the same attacks and the same changes of 
personnel that will hold good of any other political organiza- 
tion. 

It is thus impossible to conceal the fact that the tariff com- 
mission movement, though it has its good features, is one of 
those mistaken political agitations which from time to time 
enlist strong support in their behalf and succeed in presenting 
to the public the appearance of furnishing a solution of some 
vexed problem. In such cases it invariably turns out that the 
supposed solution is nothing more than a new way of stating 
the problem and that, instead of furnishing a road to the suc- 
cessful disposition of a troublesome issue, it merely defers that 
issue to a later date or else slightly alters its terms. In the 
tariff commission plan there remain the same questions of prin- 
ciple and the same problems of policy which exist in the discus- 
sion of the tariff before a legislative body. The only advantage 
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to be obtained by a tariff commission as compared with a com- 
mittee of Congress is seen in the fact that such a body has more 
time for detailed and dispassionate investigation and is less 
likely to be harrassed by political exigencies to which general 
principles or convictions have to be subordinated. This ad- 
vantage is offset by the fact that, as we have seen, such a com- 
mission can have no legislative authority and must enforce its 
conclusions upon Congress before they can be enacted into law. 
About all that can be expected from such a commission, there- 
fore, is that it shall be somewhat more rational and less guided 
by irrelevant motives than would be true of a committee of 
Congress. But what the body thus gains in rationality and in 
honesty it loses in force and vitality. There is little probability 
that the conclusions of a tariff commission or board will ever 
commend themselves to the community in so forcible a way 
as to enlist adequate support. If they are essentially protective 
in tone they will be antagonized by free traders. If they are 
essentially free trade in point of view, they will be antagonized 
by protectionists. If they aim merely to eliminate the crooked 
scheming and subterranean manipulation of schedules which have 
characterized many of the tariff bills of the past, they will at 
once enlist the opposition of the beneficiaries of such scheming 
who are almost invariably stronger than those members of a 
party who would prefer to guide themselves by general consid- 
erations of honesty and equity. There is little to be hoped from 
the tariff commission scheme; nothing that cannot be had 
through a much simpler type of organization. The proposal is 
merely one of those deceptive ideas which draw after them a 
group of deluded followers and which ultimately result in the 
popular reaction that always follows disappointment. 


VI 


Our analysis of the basis for the present tariff reform move- 
ment is now completed. We have seen that, instead of a revision 
based upon scientific principles and conducted upon non-political 
principles the country is now confronting the same problem as 
in former years. The “scientific” principle of revision advo- 
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cated by President Taft, whereby tariff duties were to be made 
dependent on differences in cost, has been found to have no 
substance and to be intellectually doubted even by its authors 
and supporters. In practice the board created by President Tait 
has fallen into economic heresies, has failed to apply any clear, 
clean-cut, and self-consistent method of interpretation to its 
results, and has found the task imposed upon it next to impos- 
sible. The Democratic party, though perhaps thinking that it has 
a principle of revision, has none. The only new issue introduced 
into the situation, therefore, is found to be that of the estab- 
lishment of a permanent board for the study of tariff facts 
whose functions would be of more than questionable utility. 
As for actual revision in Congress, the fact remains that such 
revision is a political question to be settled by ballot. The only 
point at stake is whether the protected manufacturers shall be 
given more or less of a monopoly of the home market, and the 
only way of regulating the extent of that control is through 
the raising or lowering of duties upon a basis determined by 
reference to experience and designed solely for the purpose of 
allowing more or less goods to enter, as past practice has shown 
that they will. On this subject the country has already ex- 
pressed itself in positive terms, calling for a reduction of the 
duties and the consequent narrowing of the market monopoly 
accorded to domestic producers whose high prices have thrown 
an unendurable burden upon the consumer. There is no need 
of further beating about the bush. If the party now in control 
of the lower House of Congress is unwilling to take its courage 
in its hands and make a distinct and definite cut in duties the 
question must simply be referred once more to the electorate. 
It can neither be evaded nor explained away by erroneous 
reasoning about cost of production or revision on a revenue 
basis. 
H. PARKER WILLIS 


WasHINGTON, D.C. 
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Having traced the growth of the state debt of Ohio from its 
inception in 1825 to its maximum in 1846, we are now in a posi- 
tion to estimate the value of the sinking fund policy, and to 
foilow its further history. It will be remembered that the law 
of February 4, 1825, creating the public debt of Ohio, also 
provided for a sinking fund for the payment of the interest 
and principal of the debt. The payments which should have 
been made into the sinking fund under the provisions of the 
law are shown in Table I. It will be seen that down to 1845 
not a single dollar in the sinking fund had been devoted to 
the payment of the principal of the debt. The accumulations 
in the fund should have amounted by that year to $525,000. 
What disposal was made of these sums can be best related in 
the words of a contemporary :** 


Here was a provision for a sinking fund. What has become of it? It 
was created by a legislative provision. The law contained the pledge of the 
state that it should never be repealed or altered, that the taxation should 
never be reduced. It was the duty of the officer of the state to lay such 
tax, and yet in 1844 or 1845 we found that not only was there no sinking 
fund, but there was a large indebtedness floating hither and thither from 
one bank to another, and from one fund to another, as the books in the 
auditor’s office will show. Then the inquiry was instituted and the question 
raised as to what had become of the amount unaccounted for. The inquiry 
was made in 1845." It was found that in view of the severity of the times 
and the vacillation attendant upon the legislature by the change of parties 
(1 use the word in no invidious sense), one party sometimes having the 
ascendency, and sometimes the other, the full tax had not been levied, and 
that for the purpose of paying the interest, the officers of the state were 
resorting to temporary loans, and using the funds for one purpose, which 
had been appropriated to another, and thereby a large debt was created. I 
am not mistaken in saying that $1,500,000 has thus been added to the princi- 
pal of our debt, while by law we should have had a constantly increasing 
sinking fund. 


* Reuben Hitchcock of Cuyahoga County, in Debates of Constitutional Convention of Ohio 
(1851), I, 484. 

* The speaker doubtless refers here to the Report of the Board of Commissioners appointed 
by act of March 12, 1845, to examine the accounts of the Board of Canal Commissioners. 
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Not only were the amounts raised for the payment of the 
principal of the debt diverted to other purposes but even the 
sums destined for the payment of the interest on the debt were 
used for objects other than those for which the money was 
raised. It became evident that it was a mistake to embrace in 
the same fund two different objects, namely the payment of the 
interest and the payment of the principal of the debt. Far from 
insuring the latter purpose, it served only to jeopardize the 
former. The hand-to-mouth policy of the fund commissioners 
led more. than once to practical insolvency of the sinking fund, 
even for the purpose of meeting the interest payments. On 
March 15, 1845, for example, the entire amount applicable to 
the interest upon the state debt, and the payment of a large 
balance of outstanding checks and claims for repairs on the 
public works, was only $13,872, while the accruing interest 
alone falling due in May and July of that year was $582,723." 
A large part of this sum was consequently borrowed by the 
fund commissioners, on temporary loans, which were partially 
renewed, as far as necessary, from year to year. 

In 1846 a change was made in the system of taxation which 
greatly augmented the revenues of the state and put the finances 
upon a sounder basis. At the same time a commencement was 
made in the reduction of the state debt. In 1846 the first pay- 
ment upon the principal of the debt was made since the issue 
of the first stock in 1825. This payment amounted to $85,002. 
It is interesting to note that, although the sinking fund had been 
in existence eighteen years, this was the first application of its 
resources to the payment of the debt. The general revenues 
of the state for this year, however, were barely sufficient to 
meet the demands upon the treasury, leaving unpaid the deficits 
of other years. In 1847 there was a surplus in the state treasury 
for the first time in eleven years, owing largely to the revised 
system of taxation. There was also a balance in the sinking 
fund of $213,248, which was used to discharge the greater 
portion of the temporary loans outstanding, of about $300,000, 
incurred to meet interest payments. 


% Auditor's Report, December 11, 1847. 
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It was clear, however, that not merely must these old debts 
be paid, but further ones for a similar purpose must be pre- 
vented. “The facility with which money can be obtained and 
debts created by the state,” wrote the auditor,®* “is, perhaps, 
one of the greatest defects in our government.” In order to 
meet this evil he concluded that 


the only legislative action which is deemed necessary at the present 
session, in relation to the large amount of the foreign debt of the state 
becoming due in 1850, is to require that a sufficient tax shall be levied to 
provide an annual sinking fund of at least $200,000. To fail, in the present 
condition of our finances, to make this provision, would, in my judgment, 
be to neglect the most important interests of the state. 


This recommendation was followed by the legislature during 
its next session in the “act to provide for the extinguishment 
of the public debt of Ohio.’’** By this act the auditor was re- 
quired to levy taxes for the purpose of creating a sinking fund 
for the payment of the debt. This must amount to $100,000 
in 1849, and an equal amount each successive year plus 6 per 
cent at compound interest rates, until the debt should be fully 
paid. Thus $106,000 must be raised in 1850; $112,360 in 
1851, etc., according to which plan the debt would be expunged 
in forty years. It was provided that the sinking fund was to 
be used only for the payment of the principal of the debt. The 
canal fund commissioners were authorized to pay the debt, to 
buy bonds, and to cancel them. The third section of the act 
declared that 


the fund commissioners shall not renew these bonds, or extend the times 
of payment of the funded debt of the state, in any manner that will pre- 
vent the state from applying the sums contemplated to be raised by the 
provisions of this act. 


This provision was undoubtedly meant to secure the appli- 
cation of the sinking fund to the payment of the debt and to 
forbid the refunding of matured obligations. It was too sweep- 
ing as it stood, however, and another act passed the same day*® 


* Auditor's Report, 1847, Exec. Docs., I, 60. 
” February 24, 1848. ** February 24, 1848. 
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authorized the canal fund commissioners to redeem the 5 per 
cent and 6 per cent funded debt of the state payable after 1850 
with other certificates; it also authorized the payment of the 
6 per cent debt payable after 1860 with other certificates, but 
they could not be issued at a higher rate of interest, nor sold 
for less than par. Later amendments*® fixed the date of ma- 
turity of this last issue “between 1860 and 1875 as the com- 
missioners may determine.”’ 

For the second time in its history Ohio now had a sinking 
fund established by law. The law of 1848 was much more 
carefully drawn up than the law of 1825; less discretion was 
left to the fund commissioners, and the policy was made impera- 
tive so far as legislative action could do it. It differed, too, 
from the law of 1825 in providing only for the payment of the 
principal, and was thus the first real sinking fund, in the strict 
meaning of the term. A good beginning was made during the 
year by the appropriation of $404,755 of surplus revenues to 
the payment of the principal of the debt.*° The policy of debt 
payment was now at last fairly begun after a lapse of over 
twenty years from the date of the creation of the first sinking 
fund. The effect of this and of the provision of the law rein- 
stituting the sinking fund was at once reflected in the stock 
market. “The credit of Ohio stocks,” reported the fund com- 
missioners in 1849, “excepting at their first creation, has never 
stood so high as now. Ohio 6 per cents of 1860 were quoted 
in New York at 103%." 

On December 31, 1850, there fell due bonds amounting to 
$4,385,651, payable in New York City. As no means had been 
provided for the payment of this debt, it was deemed desirable 
by the General Assembly to extend the time of payment, by 
issuing new stocks for the redemption of the certificates falling 
due.** Accordingly, under the acts “to authorize the canal 
fund commissioners to exchange certain certificates of the funded 


*° March 21, 1849, and March 19, 1850. 

Auditor's Report (1848), 24. 

“ Report of Board of Canal Fund Commissioners (January 15, 1849), 107. 
“ Governor’s Message (1850), Exec. Docs., I, 3; Auditor's Report, 210. 
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debt of this state,”** there were issued $1,025,000 of 5 per cent 
stock payable in New York City after 1865; $1,516,468.43 of 
6 per cent stock payable after 1870; and $1,600,000 of 6 per 
cent stock payable after 1875. The premiums renewed upon 
the new stock amounted to more than $300,000, after the pay- 
ment of all charges and expenses. In addition to this premium, 
$625,000 of the old 6 per cent stock was reduced to a 5 per cent 
basis, thus saving in interest an additional sum of $6,250 annu- 
ally. Of the debt that now remained it was stated that $6,- 
507,829, or over one-third, was held in foreign countries, and 
principally in Europe.** By the refunding operations the debt 
had now been thrown into a very manageable form, as shown 
in the following table: 


OHIO STATE DEBT AFTER REFUNDING OPERATIONS OF 1850 








Date of Issue Rate of Interest Date Redeemable Amount 





After 1851 $ 1,500,000 
After 1856 150,000 
After 1856 3,395,779 
After 1860 6,862,781 
After 1865 1,025,000 
After 1870 667,063 
After 1870 1,516,468 
After 1875 1,600,000 


$16,687,091 
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6 
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6 
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In 1851 the second constitutional convention of Ohio met to 
draw up a new constitution. The old one, adopted when the 
state entered the Union, had long been outgrown and changes 
in the fundamental law were urgently needed. The men who 
gathered for this purpose were for the most part thoroughly 
opposed to the further exercise of state activities in providing 
internal improvements, and in framing the sections of the con- 
stitution relating to the public debt they clearly showed their 
attitude. The state debt is dealt with in Art. VIII. Secs. 1 to 
3 provide that the debt, except for purposes of defense, shall 


” Acts of March 21, 1849, and of March 19, 1850. 
“ Report of Commissioners of Canal Fund, February 12, 1850. 
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never exceed $750,000; secs. 4 to 6 provide that the state shall 
not loan its credit, assume the debts of any local division, or au- 
thorize any local unit of government to subscribe to the stock of 
any corporation or company. Secs. 7 to 11 provide for the es- 
tablishment of a sinking-fund to pay the principal of the debt, 
which should be $100,000 the first year and increase each year 
thereafter by compounding at the rate of 6 per cent. In addi- 
tion to these restrictions, sec. 6 of Art. XII explicitly forbade the 
state ever to contract any debt for purposes of internal improve- 
ment. 

After the adoption of the Constitution in 1851, the General 
Assembly passed the necessary enabling legislation, providing*® 
for the organization of the Board of Commissioners of the 
Sinking Fund, and for their taking over all books and funds 
of the old Commissioners of the Canal Fund. In the following 
year was passed an “act to create a sinking fund,”*® of which 
the following were the important sections: It provided that the 
sinking fund “shall be faithfully applied to the payment of the 
principal and interest of the public debt” (sec. 1). “This fund 
shall be used exclusively to pay the public debt and shall not be 
diverted to any other use or purpose”’ (sec. 4). The fund was to 
consist of the net annual income of the public works and stocks 
owned by the state, the proceeds of the sales of canal, school, 
and ministerial lands, the principal and proceeds of the surplus 
revenue loans to counties, and of further sums to be raised by 
taxation (sec. 2). The auditor was ordered to “annually set 
apart as a specific fund for the payment of the principal of 
the public debt,” the sum of $100,000 in 1853, of $106,000 in 
1854, and so increasing yearly, “by compounding at the rate 
of 6 per cent per annum until the reimbursable debt of the state 
be fully paid” (sec. 3). When $10,000 accumulates in the 
treasury, in addition to the amount necessary to pay the interest, 
the commissioners of the sinking fund shall buy bonds of the 
State, provided they can be obtained at their par value; or if 
not, then they may be bought at the market price, but not to 
exceed 6 per cent premium, or it may be invested in United 


*s Act of April 19, 1852. “ Act of March 14, 1853. 
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States bonds bearing a rate of interest not less than 5 per cent 
per annum** (sec. 6). The stocks of railroads owned by the 
state are to be sold for money or to be exchanged for state 
bonds, but in no case are they to be disposed of for less than 
the par value of the same.*® The money thus obtained is to 
be applied to the payment of the debt (sec. 8). 

It is perfectly clear from the explicit and repeated state- 
ments contained in this law, that it was the intention of the 
law-makers that the proceeds of the sinking fund should be 
applied only to the purpose of debt payment, and that this 
should be accomplished in a certain manner and within a cer- 
tain time. But the policy of debt payment was not merely 
sanctioned by law; it was made mandatory by the Constitution. 
The provisions were clear and it seems impossible that they 
could have been misunderstood or evaded. As the amount of 
the debt in 1853 was about $15,000,000, it should have been 
paid off in forty years, by the operation of the compounding 
sinking fund. The actual payment of the debt, however, took 
fifty years, and was attended with rapid payment at times, suc- 
ceeded at other times by absolute neglect. The sinking fund 
provision was apparently disregarded at will, and the proceeds 
were devoted to any purpose except that of the discharge of 
the debt. Whenever it could do so, the General Assembly 
avoided levying taxes for this purpose. For instance, in the 
seven years, November 15, 1845, to November 15, 1852,** the 
amount of public debt paid was $2,189,107; but this was de- 
rived from the following sources: surplus revenue of 1837 re- 
paid to the state by the counties, $1,345,584; proceeds from the 
sale of school and canal bonds, $711,453; premiums on loans, 


“ This was amended by act of April! 11, 1857, to the effect that when $10,000 accumulated 
in the sinking fund it was to be sent to the transfer agent in New York City, who should pur- 
chase therewith outstanding bonds of Ohio on the open market. 


“* By act of May 1, 1854, this was amended so that the commissioners of the sinking fund 
might seil stocks owned by the state for less than their par value, if “in their opinion, the inter- 
ests of the state will be promoted thereby.” They were also authorized to appoint a transfer 
agent in New York City. 


“Fourth Semi-Annual Report of the Sinking Fund Commissioners, January 20, 1854, 
Exec. Docs., Pt. I (1853), Doc. No. 15. 
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$285,193, or a total of $2,342,230, not one cent for this pur- 
pose being raised during this period by taxation. 

In accordance with the law and the Constitution the Board 
of Commissioners of the Sinking Fund organized itself early 
in 1852. There remained to the credit of the old sinking fund 
as it existed under previous laws, on November 15, 1851, the 
sum of $213,911. This amount, together with various balances 
from sources described in the Constitution, amounting to $243,- 
469, was transferred to the new sinking fund, making a total 
of $457,380. During the year 1854 almost seven hundred 
thousand dollars was paid on the principal of the debt,5° and 
at the close of the year there still remained a balance of more 
than half a million of dollars, to the credit of the sinking fund. 
The commissioners began the policy of buying the bonds of 
Ohio, maturing in 1856 and 1860, at a premium in the open 
market; in 1853 they paid premiums amounting to $16,586; 
in 1854 to $27,822, and in 1855 to $13,223.°! In 1853 they pur- 
chased stocks falling due in 1856 to the amount of $117,417 
at premiums ranging from 9.5 per cent to 22.5 per cent; of 
stocks falling due in 1860 they purchased $146,145 at a pre- 
mium of 8 per cent.°* The policy of debt payment thus vigor- 
ously entered upon met with general approval. Said the auditor, 
in his report for 1853 :>* “the wisdom of making annual provision 
for the payment of the public debt needs no argument. Among 
all the complaints that are uttered concerning heavy taxes none 
has been heard against the payment of that portion of the 
taxes which is applicable to the payment of the public debt.” 
A levy of one and one-quarter mills on the dollar of the grand 
list was authorized for 1854 and a further levy of one mill for 
1855.°4 

The sums thus raised should have been used solely to meet 
the obligations of the sinking fund, but the legislature, almost 
immediately after the passage of the Constitution and the law 
of March 14, 1853 pledging the inviolability of the sinking 


* Auditor's Report (1854). * Governor’s Message (1855). 
* Report of Sinking Fund Commissioners, March, 1854. 
® Exec. Docs. (1853), 318. * Act of May 1, 1854. 
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fund, resumed the old practice of loaning it to other funds.°® 
The act of May 1, 1854, the very act levying a tax for the 
sinking fund, at the same time provided for the “temporary 
transfer’ of $130,000 to the general fund for current expendi- 
tures; the act of April 11, 1856, authorized the transfer to the 
same fund of $554,809. The money thus transferred was 
counted as a part of the general balance in the treasury, and 
was considered available for legislative appropriation. Thus, 
according to the report of the auditor there was, on November 
15, 1855, an apparent balance to the credit of the sinking fund 
of $537,499; but the money from this source was counted as a 
part of the general balance of $703,370 “awaiting legislative 
appropriation,” and was used for current expenditures. In 
like manner the auditor on November 15, 1856, reported a 
balance to the credit of the sinking fund of $491,749, which 
was also counted in the general balance of $579,518. In his 
message of 1856 Governor Chase recommended® taxation suffi- 
cient to reimburse the borrowed sums to the sinking fund, and 
legislation to guard the fund from every use except that of 
paying the interest and principal of the public debt. In his 
message the following year he repeats this recommendation.*? 
It would seem that it was less legislation that was needed than 
sincere determination on the part of the legislature to carry out 
the purpose of existing laws. The act of April 11, 1857, was 
apparently designed to meet this evil, for it directed the com- 
missioners of the sinking fund, upon the accumulation of $10,- 
000, to send it to the transfer agent in New York City, who 
should purchase Ohio bonds with it. In this way it would be 
withdrawn from the control of the legislature, and, no large 
sums being on hand, would not form such a tempting object 
for appropriation. 

On January 1, 1857, the first large block of Ohio bonds 
would fall due, and on January 1, 1861, about twice as much 


** This was not done during a period of debt creation, as in 1825 and subsequent years, 
and consequently cannot be defended in any way. 


* Governor’s Message, Exec. Docs. (1856), Pt. I, Doc. No. 10, p. 448. 
* Ibid. (1857), Pt. I, Doc. No. 8, p. 371. 
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more. In his report for 1853°° the auditor urged the payment 
of the debt falling due in 1857, amounting then to $3,515,779. 
The governor, in his message for the same year,°® repeated the 
recommendation. As it was not acted upon, he recurred to the 
subject in his annual message of 1855,°° suggesting that the 
stock owned by the State in turnpikes, canals, and railroads 
be sold, and the proceeds be applied to the payment of the state 
debt. The commissioners of the sinking fund made the same 
recommendation,*' urging also a small tax to make certain im- 
mediate payment rather than refunding. The debt falling due 
in 1857 had now been reduced by purchase in the market, to 
$2,508,710, and a vigorous policy, if begun in time, could easily 
have provided for the payment of this amount. But such a 
policy would have involved heavy taxation in order to restore 
the sums borrowed from the sinking fund, and to make up the 
balance. The legislature preferred the easier method of re- 
funding, and turned a deaf ear to the urging of executive offi- 
cers. 

The act of April 8, 1856, provided that the state debt due 
January 1, 1857, should be refunded by a new issue payable 
between 1875 and 1886, as the commissioners of the sinking 
fund should determine. Proposals for this new 6 per cent 
thirty-year loan, fixed by the commissioners at $2,400,000, were 
invited by advertisement in the leading journals of Europe and 
America, and, on October 1, 1856, it was awarded to the highest 
bidder for the whole amount, at a premium of 3% per cent.® 
As a premium of 9 or 10 per cent had been confidently antici- 
pated, this refunding operation was a disappointment. In view 
of this fact the governor suggested** “the expediency of pro- 
viding, by seasonable and suitable legislation, for the debt of 
$6,413,325, which will be payable after 1860.” For this pur- 

* Report of February 12 (1853). 

*° Governor’s Message (1853), 13. 

“ Ibid. (1855), 181. 

* Eighth Semi-Annual Report of the Sinking Fund Commissioners (January 14, 1856). 


* Governor’s Message (1856), Pt. I, Doc. No. 10, p. 447. 
* Ibid., 448. 
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pose he again recommended “the sale of such stocks and other 
property of the state as can be disposed of for its real value.’’** 

During the year 1857, the debt was reduced by the payment 
of $109,207, all but $25,000 of which was derived from the 
premium on the loan of $2,400,000. The constitutional re- 
quirement was $126,248. Owing to an untoward event, how- 
ever, the debt for the year was increased instead of being re- 
duced. In June the state treasurer defaulted for over $580,000, 
of which a considerable share was credited to the sinking fund 
commissioners and was to have been used to meet the payment 
of the July interest. But the commissioners were able, by 
borrowing $150,000 from the Ohio Life Insurance and Trust 
Company, to meet punctually all obligations.°° They were thus 
enabled to maintain the high reputation which Ohio had won, 
in contrast with many of her sister states, of never defaulting 
on the interest or principal of her public debt. 

The loss thus occasioned, together with the accumulation of 
debts contracted in anticipation of revenue, necessitated a tem- 
porary loan of $700,000, which was authorized by the act of 


“ As a matter of general interest a couple of tables relative to public and private debts 
in Ohio are inserted at this point: 


AMOUNT OF THE PUBLIC DEBT OF OHIO HELD IN DIFFERENT COUNTRIES 


Geet d pappees csitddccseecaeeeedeanede $ 3,690,356 
DE satin. bcbiesesseedenvaawasenee 1,794,134 
Rest “of Po bincidccninsnsensans -. 1,390,492 

RN 65 ns aed orn-b, bolas 6,883,981 
Pe dis ddsscccscdvcsinacnne 456,144 

Total outside of U.S................. 7,340,125 
ge cs aakinia Cacmtecnaaubes 1,753,141 
I ree 3,672,714 
Ohio, 16 Other: States, and Unknown.. 964,587 

WR S4 chan andaseednasencineneeed $13,738,567 


DEBTS DUE IN OHIO IN 1857 


NN i pc etdatbntanninkin $16,000,000 
Corporate debts of towns, counties, and 
municipalities.............ss+eeee+ 15,000,000 
Railroad companies.............++.+.++ 50,000,000 
Debts in pe diecast eu seis ara 10,000,000 
Debts secured b: vous EA.» 50,000,000 
Debts to banks or bed Re 25,000,000 
Debts to merchants pone of state...... 15,000,000 
Other individual debts. ................ 40,000,000 
WR Sitdeeenccnpiensaepceaneer $221,000,000 


“* Governor’s Message (1857), Exec. Docs., I, 347, 352- 
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April 12, 1858.°° Satisfied that money could not be obtained 
in Ohio upon satisfactory terms, the commissioners of the sink- 
ing fund advertised in New York City for a temporary loan 
of $500,000 at 6 per cent—$250,000 payable July 1, 1860, and 
$250,000 payable July 1, 1861.°* Subsequently they borrowed 
$100,000 in New York at a premium of 6/10 of I per cent, 
payable March 1, 1861, and $100,000 of the Bank of Commerce 
in Cleveland, at a premium of I per cent, payable July 1, 1860, 
making the aggregate loan $700,000 and the total premium 
obtained $4,658. Of this sum $298,680 was placed to the credit 
of the sinking fund, and $405,978 to the general revenue fund.®* 
The small premium obtained reflected not merely the lowered 
credit of Ohio, due in part to the peculiar exigency which forced 
her at this time to resort to the loan market, but also the effect 
of the financial panic of the previous year. During this year 
there was paid on the principal of the public debt only $12,004,°° 
although the constitutional requirement was $133,823. 

During the sixteen years ending with 1858 the public debt 
had been reduced by the sum of $2,368,680. The sums re- 
ceived during the same period from surplus revenue, sales of 
land, from the public works, and from a few miscellaneous 
sources other than taxes, were $6,687,947. The greater part 
of this had, however, been applied to the payment of interest 
instead of to the reduction of the principal, and had by so much 
lessened the taxes of these years. By the act of 1858, all such 
revenues were to be paid into the sinking fund and used ex- 
clusively for the payment of the debt itself. 

Another act passed the same day"! changed the office for 
the transfer of certificates of stock from New York City to 
Columbus, Ohio. All books and accounts were accordingly 

The act levied a tax of 7-20 of a mill for the years 1858, 1859, and 1860, for the payment 
of the loans, “the proceeds of which tax is hereby irrevocably pledged to the purpose afore- 
said.” 

* Report Sinking Fund Commissioners (February 15, 1859), Exec. Docs. (1858), II, 657. 

*t Tbid., 656. 

* Auditor's Report (1859), p. 1; cf. also Governor’s Message (1859), 98. 


* Governor’s Message (1859), Exec. Docs. (1859), II, 41. 
™ April 12, 1858. 
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brought back to Columbus. As it was necessary, however, to 
have an agent in New York for the payment of the semi-annual 
interest, the American Exchange National Bank was later made 
an agency for this purpose.7* A joint resolution of the same 
date provided for burning certain certificates of the public 
funded debt held in the auditor’s office, which was done. 

By far the most important act of this eventful day was the 
“act to create a sinking fund for the payment of the principal 
and interest of the public debt of Ohio.”’* This was in large 
part a re-enactment merely of the act of March 14, 1853, though 
the inviolability of the sinking fund is declared in even stronger 
language: 

It is hereby made the special duty of the auditor of state and the 
treasurer of state to keep, at all times and under all circumstances, the 
money belonging to the sinking fund inviolate, and to have special care 
that no money belonging to the sinking fund be used, transferred or ap- 
plied, at any time, or under any circumstances, to any other purpose than 
the payment of the principal and interest of the funded debt of this state, 
and if from any cause at any time the sinking fund shall not be equal to 
the requirements of the Constitution, the auditor is required to raise the 
necessary amount, either by a sufficient increase of the state tax, or by a 
sale of property owned by the state, such sale to be first authorized by the 
General Assembly (sec. 5). 


It will be noticed that by the language of this act the legis- 
lature shirked the necessity of levying additional taxes, and, by 
a method of very doubtful constitutionality, placed upon the 
auditor the responsibility of raising the needed sums by taxa- 
tion in case the proceeds from the other sources did not suffice 
to meet the constitutional requirements of the sinking fund. 


™ Report Sinking Fund Commissioners, Exec. Docs. (1872), Il, 266. 

™ Swan and Critchfield, Statutes of Ohio (1860), I, 241. The act, as originally framed, and 
as it passed the Senate by a unanimous vote, contained provisions exempting from taxation 
the bonds to be issued under it. It was amended in the House by striking out the provision 
for exemption, and in that shape became law. As foreign bond-holders could not be reached, 
this was in effect discrimination against domestic bond-holders. The governor advocated 
the exemption of all bonds from taxation, such exemption to be printed on the bond; or, if 
they were to be taxed, he advocated stoppage of the tax at the source (Governor’s Message, 
Exec. Docs., 1859, II, 41). By the act of March 30, 1864, domestic bonds issued under that 
act were exempt from taxation. 
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These other sources were as numerous’* as those enumerated in 
Alexander Hamilton’s sinking fund in 1795, but they did not 
produce sufficient revenue to pay the interest on the public debt 
and meet the requirements of the sinking fund as to the pay- 
ment of the principal. In 1859, no provision having been made 
by the General Assembly for taxation, the revenue from these 
various sources proved insufficient to’meet the interest on the 
public debt (not including the temporary loan) by about $114,- 
ooo.7© The auditor refusing, very properly, to assume the 
responsibility which the legislature had evaded, some other 
method of raising the necessary funds had to be resorted to. 
There was in the treasury about $250,000 belonging to the sink- 
ing fund, which had been raised under a special levy for the 
payment of a temporary loan, and required by the terms of 
the act to be absolutely reserved for that purpose alone. This 
sum was accordingly “borrowed” in order to make up the de- 
ficiencies in the interest fund, the payment of the principal being 
of course again lost sight of. The blame for such shiftless 
financiering must of course be placed entirely upon the legis- 
lature, whose continual efforts to avoid raising’® the tax-rate 
led to procrastination in the meeting of unavoidable obligations 
and to improper financial transactions. The “salutary act’? of 
the previous year had evidently failed of one of its purposes, 
that of preventing the diversion of a fund raised specifically 
for one purpose to another, when the need became sufficiently 
pressing. The whole theory of a sinking fund rests upon its 
inviolability, and if this be wanting, no amount of re-enactment 
of disregarded statutes can make it effective or useful. 

“The sinking fund shall consist of the net annual income of the public works and of 
all the stocks owned by the state, the proceeds of sales of canal, school, and ministerial lands, 
the principal and proceeds of the surplus revenue, loaned to counties, the proceeds of sales 
of shares of stock in any railroad company, canal company, or turnpike company, and the 
proceeds of sales of any or all of the public works of the state, when sold, and of such further 
sum, to be raised by taxation, as may be required” (sec. 2, act of April 12, 1858). 

Exec. Docs. (1859), Pt. II, p. 28. 

In fact the levy for the sinking fund had been decreased during the preceeding four 
years (Auditor's Report, Exec. Docs., 1859, II, 75). 


" It is thus described in Governor’s Message (January 2, 1859), Exec. Docs. (1858), Pt. 
II, p. 96. 
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If a policy of debt payment be believed in, the wisdom of 
the constitutional convention of 1851 had now been justified, 
of inserting in the Constitution a provision requiring the gradual 
amortization of the public debt. Faced by the necessity of 
living up to their oath of office, the members of the General 
Assembly did as little as they could. In 1859," and again, with 
little change, in 1860,"° they passed an act providing that when- 
ever any portion of the debt should become payable, new bonds 
were to be issued in such instalments that the annual levy re- 
quired by the Constitution would supply the means for their 
payment in full at maturity; and the act required their payment 
accordingly without renewal and without delay.®® This plan, 
if adhered to, would extinguish the debt in thirty-one years, 
but Governor Chase thought “the people wish speedier pay- 
ment.’’§1 


This act had been called forth by the fact that on December 
31, 1860, a portion of the state debt, amounting to $6,413,325, 
would mature, and means had not been provided for its ex- 
tinction. Acting under the provisions of the act the commis- 


™ Act of April 2, 1859 (O.L., 1859, pp. 105-112). 
” Act of March 26, 1860 (O.L., 1860, p. 111). 


* The act of 1859 was very definite and explicit in its directions to the commissioners 
of the sinking fund and other financial officers as to their duties in the payment of the state 
debt. Section 2 stated the yearly amounts to be paid on the principal of the debt from the 
sinking fund from 1852 to its final extinguishment in 1891 (see Table I). Sec. 4 provided 
that the interest on the new issues of bonds should be paid on February 1 and August 1, 
which was much more convenient than the previous dates of January 1 and July 1, as the 
proceeds of the semi-annual tax collections first became available late in January and July. 
In sec. 8 the amount of the state debt outstanding was definitely fixed as follows (the second 
column is taken from the Awuditor’s Report for 1860, p. 27): 








Rate of 
Year en Amount 





Per Cent 
Due after December 31, 1860 6 $ 6,413,325 
Due after December 31, 1865 1,025,000 
Due after December 31, 1870. 2,183,532 
Due after December 31, 1875 1,600,000 
Due after December 31, 1886 2,400,000 





Amount of foreign debt 13,621,857 
Amount of domestic debt 275,385 





Total, January 1, 1859 $13,897,242 











* Governor’s Message (1859), p. 41. 
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sioners of the sinking fund advertised in August, 1860, for 
proposals for a loan of $6,400,000. As they were restricted to 
a rate of interest not exceeding 6 per cent, and were forbidden 
to accept less than par, they were forced to withdraw the loan 
in December, when it became clear from the condition of the 
money market that they could not dispose of their bonds on these 
terms.*? This was indeed a most unfortunate time to borrow, 
for impending war had already raised interest rates and made 
capital scarce. At the same time the needs of the State for 
ready money for other purposes were increased. 

During all this time the receipts from the public works, the 
canals, for which this debt had been largely incurred, were 
falling lower and lower. In 1856, the expenditures exceeded 
the revenues and a deficit of $77,000 appeared ; this was reduced 
the next year to $25,000; but rose again in 1858 to $66,000. It 
seemed doubly hard to pay taxes for the interest and principal 
of a debt incurred for canals, whose very maintenance required 
still further taxation. Accordingly a movement began for the 
disposal of the public works. The first proposition looking to 
this end had been introduced into the Senate in 1852-53, and the 
Committee on Public Works, to whom it was referred, made a 
favorable report thereon.** At this time it was estimated that 
the canals could be disposed of for $4,000,000. Such a disposal 
of the canals was urged by the governor in his messages of 
1855 and 1856, by the auditor in his reports of 1853 and 1857, 
and by the commissioners of the sinking fund in 1856. In 
1856-57 the movement was renewed in the General Assembly, 
but without any result; it was now estimated that the canals 
could be sold for $3,000,000. The steady decrease in the net 
profits of the canal, which, beginning in 1856, were now trans- 
formed into a deficit, lent an additional argument to those who 
favored their sale.** 

As a beginning in this direction the commissioners of the 


* Auditor's Report (1860), Exec. Docs. (1860), II, 22. 
" Senate Jour., L, Pt. II, App., p. 33. 
“The following is taken from the Auditor's Report, 1857, p. 412. The column of “other 
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sinking fund were authorized® to sell for cash at the market 
price, even though this were under par, or to exchange for state 
bonds, stock of any railroad or canal company owned by the 
state. They were also directed to sell the shares of turnpike 
companies, held by them, at a fair cash value. Finally, in 1861, 
the public works of the state were leased to a private company 
for a term of ten years, at the nominal rental of $20,075 a year. 
Under this act the Miami & Erie Canal, Ohio Canal, Walhon- 
ding Canal, Sandy and Beaver Canal, Muskingum Improvement, 
and Western and Maumee Road were removed from state man- 
agement and ceased to be a burden, except to a slight extent, 
upon state revenues. The action in disposing of them was 
precipitate and called forth an expression of regret from the 
governor that at least a commission of inquiry had not been 
first appointed to consider the matter.*® 
ERNEST L. BoGArRT 
University OF ILLINOIS 
[To be concluded} 


expenses” is omitted, as it has no significance in this connection, and can easily be calculated. 
Figures after 1857 are from the auditor’s annual report. 


TABLE SHOWING DECLINE OF NET PROFITS OF CANALS OF OHIO 


Balance of Canal 



























Amount Received Revenue Applicable 
Year from Tolls, Fines, Repairs to Payment of Deficit 
and Rents Interest, etc., 
of Debt 
$747,000 $320,000 SecBeso fleece 
846,000 363,000 ie eee 
663,000 422,000 ae ae cr 
626,000 432,000 260480 j[  ccccec 
508,000 327,000 Te eee eee 
466,000 286,000 ey eee eee 
425,000 461,000 Sabass $77,000 
346,000 —- —ClLtCs tw 25,000 
297,000 CO SS Pe 66,0c0 
247,000 ee. ©! | spine 90,000 
287,000 [a eee 38,000 




















* Act of January 12, 1859 (O.L., 1859, p. 5). 


* Governor’s Message, Exec. Docs. (1861), p. 349. 
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TABLE I 
Ox1o STATE DEBT AND SINKING FUND 











Payment on Amount Due under Laws and | Amount Maturing 
Principal Constitution this Year 





$ 10,000 
(Law of February 4, 1825) 
20,000 


30,000 
40,000 
40,000 


40,000 

(Canals completed) 
40,000 
40,000 


40,000 
25,000 
25,000 
25,000 
25,000 


25,000 
25,000 
25,000 
25,000 
25,000 





25,000 
25,000 
25,000 
131,650 100,000 
(Law of February 24, 1848) 
35,766 106,000 
466,681 112,360 
(252,169) (Constitution of 1851) 
76,158 


100,000 
(Law of March 14, 1853) 


324,470 106,000 
693,243 112,360 
516,591 119,102 


21 126,248 
109,207 133,823 
(Law of April 12, 1858) 
12,008 141,852 
62,528 150,363 
295,219 159,385 


565,000 168,948 
755,010 179,085 
676,753 189,830 
364,058 201,220 
588,737 213,292 

















TABLE I—Concluded 


HISTORY OF THE STATE DEBT OF OHIO 








Payment on 
rinci| 


Amount Due under Laws and 


Constitution 


Amount Maturing 
this Y 








$1,097,246 
782,827 
499,266 
516,094 
264,445 


729,415 
439,175 
372,484 
222,857 

38,285 


1,465,415 


1,275,140 
300,000 
379,150 
419,639 
382,650 


375,000 
503,564 
619,800 
250,000 
255,000 


250,000 
250,000 
250,000 
250,000 
250,000 


250,000 
250,000 
250,000 
240,000 
300,000 


250,000 
250,000 
200,000 





$ 226,091 
239,656 
254,035 
269,277 
285,434 


302,560 
320,714 
339,957 
360,354 
381,975 


404,894 
429,188 
454,939 
482,235 
511,169 


541,839 
574;349 

,OI0 
643,339 
684,059 


725.103 
768,609 
814,726 
863,610 
915,427 


979,352 
1,028,574 
1,090, 288 
1,155,795 
1,255,947 


1,298,550 
1,376,463 
1,459,051 
1,566,594 
1,660,590 


1,760,225 
1,865,838 
1,977,788 





4,072,640 
300,000 
325,000 
350,000 
350,000 


375,000 
243,564 
850,000 
250,000 
250,000 


250,000 
250,000 
250,000 
250,000 
250,000 


750,000 
250,000 
250,000 
240,000 
300,000 


250,000 
250,000 
200,000 








LAND GRANTS FOR INTERNAL IMPROVEMENTS IN 
THE UNITED STATES 


Every student of American economic history realizes the 
fact that economic development has been conditioned largely by 
the creation of artificial transportation routes—wagon roads, 
canals, and railroads. That the public aid offered to transporta- 
tion enterprises assumed the form of vast grants from the public 
lands is also a fact familiar to everyone. Until recently, how- 
ever, there has been no accessible information respecting the 
exact amount of land thus granted and actually patented. We 
now possess, in a report of the Public Land Office of 1908,’ an 
adequate account of this important subject. 

Prior to 1841 grants had been made from time to time for 
wagon roads, canals, river improvements, and other internal 
developments. Railroads benefited largely from the granting 
of rights of way. On September 4, 1841, the State Selection 
Act provided that “to each state named and to each new state 
that shall hereafter be admitted into the Union,” 500,000 acres 
of public lands shall be given for internal improvements. This 
included the quantity granted to each state for this purpose 
before its admission. Practically all of this land has been pat- 
ented : 90,000 acres went to Alabama; 209,000 to Illinois; 500,- 
000 each to Missouri, Mississippi, Louisiana, Michigan, Arkan- 
sas, Florida, Iowa, Wisconsin, California, Kansas, Minnesota, 
Oregon, Nevada, Nebraska, and Colorado—total, 7,807,000 
acres.” 

The earliest land grants to aid internal improvements went 
to wagon roads as depicted in Table I.* 

Two periods can be distinguished: the first, from 1823 to 
1827, during which Ohio and Indiana reaped the benefits; the 


* Statement Showing Land Grants Made by Congress to Aid in the Construction of Rail- 
roads, Wagon Roads, Canals, and Internal Improvements, Together with Data Relative Thereto 
(compiled from the Records of the General Land Office), Washington, Government Printing 
Office, 1908, p. 20. 

* Donaldson, The Public Domain, 255. 

» Land Office Statement (1908), 22-23. 

404 








LAND GRANTS FOR INTERNAL IMPROVEMENTS 405 


second, from 1863 to 1869, when Michigan, Wisconsin, and 
Oregon received their dole. Nearly all of the grants have been 
patented, Oregon alone failing to acquire all possible. 


TABLE I 








Area Granted Patented ; Patented 


Grantee June 30, 1907 June 30, 1909 





Ohio 80,774.54 80,773.54 
Indiana 170,580.24 170,580.24 
Michigan 221,013.35 221,013.35 
Wisconsin 302,930.96 302,930.96 


3-04 
1864, 1866, 1867, 


2,453,932 .32 2,169,964. 20 

















3,229,231.41 2,045,262.29 |2,962,963 .96* 





* Report of Department of Interior (1909), I, ot. 


The wagon-road grants were soon followed by concessions 
to aid in the construction of canals. Table II gives the details 
of the different grants to states.* 


TABLE II 








Patented 
Date Area Granted June 30, 1907 Purpose 





1827, 1830, 1841, 
1842, 1845, 1848. i 1,480,409 all Wabash and Erie 

8 i 1,204,114 all Wabash and Miami 

Illinois 324,283 all Illinois River and Lake 

Michigan 

Wisconsin 338,627 all Rock River and Green 

Bay Ship Canal 

Michigan 1,250,236 ail St. Mary’s Ship Canal 





4,597,669 | 4,597,669 

















The same two periods are in evidence, but Indiana continued 
to receive grants on into the forties. All of these canal grants 
have been patented, if for no other reason, to reduce the finan- 
cial obligations which these relatively useless improvements im- 
posed on the several governments. At the present time these 
canals, with the exception of the St. Mary’s Ship Canal and the 
Green Bay Ship Canal, are practically useless and abandoned. 


* Land Office Statement (1908), 24-25. 





° 
. 
o 
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Even river improvements received encouragement by a dona- 
tion from the expanse of land to be disposed of. The following 
figures in Table III show that these grants, however, were less 
important.® 

















TABLE III 
—— | 
Date | State Grant Patented June 30, 1907 
Rat oreaixd Cnue vay eacend | Alabama 400,016 | all 
7 ere Wisconsin 683,722 all 
EN sd argon animes Ried Iowa 1,161,514 all 
SER a | 2,245,252 | 








As with canal grants, full advantage was taken of congressional 
aid thus proffered. 

In the early grants for internal improvements prior to 1850 
we see the beginning of a movement which culminated in the 
wholesale grant of lands to railroads from 1850 to 1871. Before 
1850, while rights of way and other support had been granted, 
Congress had not yet adopted the policy of giving such favorable 
treatment of transportation facilities. There is no record of 
the granting of pre-emption rights to a railroad before 1850.° 
That to the Illinois Central was the first important donation of 
land, but was followed by a series of grants which went on till 
1871, interrupted only by the panic of 1857 and the Civil War. 
Table IV gives figures showing the number of acts, sections 
per mile to grantee, the number of corporations, the grantees of 
the states, the area of the grant and the area patented, with 
mileage of the road, the number of miles completed after the 
time prescribed, and the number of miles uncompleted Septem- 
ber 29, 1892.7 

During the first period from 1850 to 1857 the grants were 
usually six sections per mile of line. Many of these grants were 
increased during the period 1862-71, when the tendency to 
grant larger areas prevailed. This first period was one of great 


5 Land Office Statement (1908), 26-27. 

* Haney, Congressional History of Railways, University of Wisconsin Studies, Economics 
and Political Science Series, III, 346. 
aoe ge Land Office Statement (1908), 1-23. 
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railroad development, which culminated in the financial panic of 
1857. Owing to the opposition of the southerners all grants 
were made first to the states, and by them to the corporations. 


TABLE IV 
FEDERAL LAND GRANTS, 1850-57; 1862-71 
































‘ 
m 38 & g £ Eos 
., _ | Sections BE Area of | Patented by | Miles of 5 2 5 Patented 
Year 2 2 per Granted E 8 Grant June 30, 1907} Road at Fo au 3 June 30, 1909 
3< ZS S26 §3 
Z = = 
1850...) 1 6 Illinois, 
Missis- 
sippi, Ala- 
bama 2 3,751,791 3,751,791 | 1,201 ° ° 
1852...| 1 6 Missouri 2 1,937,030 1,772,608 447 ° ° 
1853...| I 6* Missouri, 
Arkansas | 3 4,336,979 | 2,627,056 691 ° ° 
1856...) 4 6t Iowa, Flo- 
rida, Ala- 
ama, 
Michigan, 
Wisconsin, 
Louisiana 
Missis- 
sippi 31 14,691,761 11,920,401 4,916 661 502 
1857...| 1 6t Minnesota 5 7,354,269 6,325,437 1,424 232 
Total . 32,082,430 | 26,406,293 8,679 893 sor 
1862...] 1 10 Companies| 4 15,458,390 12,854,255 1,469 ° ° 
1863...| 1 10 ansas 3 4,492,826 4,170,827 948 ° ° 
1864...| 3 | 10-209 | Wisconsin, 
Minnesota, 
Towa, and 
ons Companies} 6 | 67,615,631 | 49,375,292 | 5,160 544 | 1,592 
1868...) 1 4 
added | Michigan I 680,033 518,065 125 ° ° 
1866...| 4] 5-109 | Minnesota, 
Kansas, 
Wisconsin, 
20-40 and Com- 
panies 7 | 30,768,700 | 13,176,718 | 4,356} 1,443 1,788 
1870...) 1 40 Companies| 1 397,602 128,618 144 ° 97 
1871...) 1 4° Companies 2 6,791,005 2,250,455 607 260 ° 
Total . | 126,204,196 82,483,230 | 12,809 2,247 3.477 
Grand . 
Total . 158,286,626 | 108,889,523 | 21,488 3,140 4,068 | 113,388,634§ 
































* Changed in 1864 to odd sections within 6 miles of the railroad. 


t Special cases of enlargement in later period. 
} In every case raised to 40 in 1864-66. 

{5 in Minnesota, ro and 20 in other states, and 40 in territories. 
§ Report of Department of Interior (tg09), I, 93. 


A larger part of these grants have been patented. In the second 
period the restraining influence of the South was lacking. As 
a result we see much larger grants and many of these direct 
This period was marked by the growth of 
That much of the land 


to the companies. 


granger and transcontinental railroads. 
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was of low value partly explains the seeming liberality of Con- 
gress. However, a smaller proportion of this land has been 
patented. Altogether 158,286,627 acres were granted; only 
113,912,455 acres were patented by 1909. 

Table V gives the number of acres granted and patented, in 
each period.® 












































TABLE V 
GRANTS BY STATES, 1850-57; 1862-71 
State Years Area of Grant aes to! Miles ee = 
Illinois. . oo seeee 1850 2,595,133 2,595,133 707 
Mississippi... . . . 1850-56 1,285,743 1,075,345 777 
es 1852-53 2,438,015 1,837,728 842 
Alabama........ 1852-53,1856| 3,193,719 2,746,320 1,083 
Arkansas....... 1852-53 3,836,505 2,561,035 207 
a dn a sane oe 1856 4,507,531 3,441,038 1,209 
ee 1856 2,497,719 2,196,926 678 
Michigan....... 1856 3,103,880 2,615,122 1,236 
Wisconsin....... 1856 560,605 547,502 155 
Louisiana ...... 1856 699,221 463,747 270 
Minnesota...... 1857 7,364,269 6,325,437 1,424 
, ee 32,082,430 | 26,406,293 8,678 
ee 1863, 1866 5,843,207 4,633,761 1,173 
Wisconsin....... 1864 3,780,174 3,103,303 840 
Minnesota...... 1864, 1866 3,750,624 1,696,267 635 
RN ea sie ed 1864 1,564,588 648,629 334 
Michigan....... 1864 680,033 518,065 125 | 37,885,678* 
, | ARR e | 1862-71 15,633,626 10,600,025 3,107 
To Companies ..| 1862-71 110,570,570 | 71,883,205 9,702 75,502,956 
aaa | 1862-71 - | 126,204,196 | 82,483,230 | 12,802 
Grand Total... | 1850-71 | 158,286,626 | 108,889,523 | 21,488 | 113,388,634 


*Report of Department of Interior (1909), I, go-93- 


As has been pointed out grants were made only indi- 


rectly in the period 1850-57. 


And while there was a great 


expansion of the number of acres granted in the later period, 
only half as many passed through the hands of the state gov- 


ernments. 


* Land Office Statement (1908), 1-23. 


Of the 126,204,196 acres granted in the second 














period only 15,633,626 were granted first to the states. 
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The 


companies received the great proportion directly as follows :® 





























TABLE VI 
Area Patented ’ Patented 
Date Road Area Granted po Cg Miles June 30, 1909 
1862, 1864. .| Union Pacific....... 12,119,672 | 11,323,344 | 1,039 | 11,930,566 
1862, 1864..| (U.P.) Denver Paci- 
fic 1,129,300 807,072 106 807,565 
1862, 1864. .| (U.P.) Kansas Pacific 7,770,238 | 6,175,621 639 | 6,175,661 
1862, 1864..| (U.P.) Central Br. 
of Union Pacific 261,842 223,081 100 223,081 
Wes ccciia (U.P.) Sioux City & 
Pacific 597,826 42,611 102 42,611 
1862, 1864. .| C.P. (Western)...... 1,349,758 458,148 123 458,148 
1862, 1864. .| Central Pacific 8,029,383 | 5,740,235 738 | 5,740,235 
WE occa (C.P.) California & 
Oregon 3,266,729 | 3,154,794 304 | 3,154,868 
esc ces (C.B.&Q.) Burling- 
ton & Missouri Riv- 
er 2,361,984 | 2,374,001 IQI | 2,374,091 
eee Northern Pacific... .| 43,159,428 | 30,472,439 | 2,263 | 32,282,517 
Oe Oregon Central 3,821,902 | 2,765,677 360 | 2,265,677 
re Oregon Central...... 397,602 128,618 145 128,618 
ae (S.F.) Atlantic & Pac- 
ific 14,539,805 | 2,744,790 | 2,429 | 4,181,608 
a Atlantic & Pacific 4,968,096 | 3,213,229 556 | 3,478,136 
f ee Atlantic & Pacific...| 4,044,051 | 1,258,438 347 | 1,258,557 
WS kccsas (N.O.P.) N.O.B., 
R.& V. 2,746,954 | 1,001,017 260 | 1,001,017 
Total 110,570,570 | 71,883,205 | 9,702 | 75,502,956 








* Ibid. 








largest share. 


** Ibid. (1908), 1-23. 
The amounts patented by states and companies down to date are given in the Report of 
the Department of the Interior annually. 


The Northern Pacific, running as it does through much un- 
promising territory, received by far the largest direct grant, 
amounting to over one-third of the total. The Union Pacific, or 
lines which have since amalgamated with it, comes next in the 
list with less than half as much. What is now a part of the 
Sante Fé system, the old Atlantic & Pacific, received the next 
Only one railroad receiving aid was situated in 
the South. A considerable amount of these grants remained 
unpatented in 1909. The areas granted to and patented by states 
for railroads are given in Table VII.?° 
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TABLE VII 
State Year Area Granted | Patented 1907 T909* 

IIS, « a:30:0' adn orice 1850 2,595,133 | 2,595,133 2,595,133 
PDs o:nascccase 1850, 1856 1,285,743 | 1,075,345 1,075,345 
a 6 eainin 5 nana 1852, 1853 2,438,015 | 1,837,728 1,837,728 
ee 1852, 1853, 1856 3,193,719 | 2,746,320 2,746,400 
Ricca ehcee ee 1852, 1853 3,836,595 | 2,561,035 2,562,015 
DLS beeen caneiveed 1856, 1864. 6,072,119 | 4,089,667 4,929,758 
ee 1856 2,497,719 | 2,196,926 2,197,006 
MNS 5. 6.035 ee eccred 1856, 1864 3,783,913 | 3,133,187 3,133,176 
NS gs pnndena on 1856, 1864 4,349,779 | 3,650,865 3,649,749 
| SERRE 1856 699,221 463,747 463,747 
NE a.a.5 ie weaves 1863-66 5,843,207 | 4,633,761 4,633,761 
6. ok baits eed 1857, 1864, 1866 | 11,120,893 | 8,021,704 8,061,860 

eee ee: 47,716,056 | 37,006,318 | 37,885,678* 

















* Land Office Statement (1908), 1-23. 


By far the largest grant was made to Minnesota, Iowa receiv- 
ing only a little more than half as much. In general the southern 
states received much less than the western states. 
grants to companies aided development in these western states 


and territories. 


Illinois alone patented all her grants. 


Moreover, 


Alto- 


gether about one-fifth of the grants to the states still remains 


unpatented. 


To summarize the condition of railroad land grants the fol- 
lowing table is derived from the foregoing statistics: 


TABLE VIII 




















Area Granted | Patented 1907 1909 
To states 1850-57............. 32,082,430 | 26,406,293 
To states 1860-71............. 15,633,626 10,600,025 37,885,678 
Is a picas onennecsss 110,570,570 | 71,883,205 75,502,956 
MA adcs eran wesmeunen | 158,286,626 | 108,889,523 113,388,634 
W. J. DoNnaALD 
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THE FIRST NEGOTIATIONS FOR RECIPROCITY IN 
NORTH AMERICA 


The'beginning of negotiations between the nations of North 
America for reciprocal trading concessions is generally associated 
with the overtures which resulted in the Reciprocity Treaty of 
1854. The practical politician has had no predilection for 
ancient history; the ‘economist has made no attempt to carry 
his study farther than this pact; but the searchlight of the his- 
torian’s investigations, while playing on the old colonial docu- 
ments, has revealed the fact that a little over two hundred years 
before this agreement was signed negotiations were entered into, 
looking to some measure of commercial intercourse between 
New France and New England, although neither country was 
far removed from the pioneer stage of development. In the 
light of the present controversy, perhaps a few moments’ re- 
flection on this early foreshadowing of the demand for freer 
trade relations on this continent will be of interest. 

In 1647, at the instigation of John Winthrop, governor of 
Massachusetts, letters were sent from'the people of New Eng- 
land to the French colony, proposing mutual trade relations, 
under certain restrictions, and, if we can trust the account given 
by Charlevoix, the clerical historian of New France, a little later 
an English envoy arrived at Quebec, much to the surprise of the 
habitants, “‘sent to propose a perpetual alliance between the two 
colonies independent of ‘any rupture that might ensue between 
the two crowns.” 

The exact nature of the trade agreement desired is not 
known, nor is it easy to'conceive of any satisfactory agreement 
between the two colonies. New France, at this time, exported 
little but furs, and up till 1645 the trade in these had been 'prac- 
tically monopolized by the Company of One Hundred Associ- 
ates. While England, through the mediation of the New Eng- 
land colonies, would have proved a profitable market for beaver 


* Rev. P. F. X. de Charlevoix, History and General Description of New France (transl. 
by Dr. J. G. Shea) (New York, 1900), II, 213. 


411 














412 JOURNAL OF POLITICAL ECONOMY 


skins, the French market still maintained an active demand and 
showed no symptoms of the glut which later threw the whole 
trade into confusion and was responsible for such strange ex- 
pedients as the burning of three-quarters of the supply of beaver 
skins, and the resort to legislation to compel all hatters to put 
at least three ounces of genuine beaver into each hat. Any 
diversion of this trade would have met with strenuous opposi- 
tion in France, and would, undoubtedly, have been vetoed by 
the King at the instigation of Cardinal Richelieu. On the other 
hand, despite the boasted freedom of the New England colonies 
in the conduct of their own affairs, the mother country would 
never have consented to the importation of French wines by 
way of Canada. Although considerable smuggling was carried 
on, with the aid of the Indians and the coureurs de bois, in 
order to secure the better prices offered for furs by the New 
England market, such trade had been strictly prohibited, under 
heavy penalties, and any attempt to establish trade relations 
between ‘the two colonies must certainly have been without the 
sanction of the Crowns of either England or France. Pros- 
pects of a profitable trade in furs along the St. Lawrence River 
was probably the explanation of New England’s advances. 

We are told that the French professed to be greatly pleased 
with the proposal.* Be this as it may, no action was taken at 
the time. The Chevalier de Montmagny returned to France in 
1648, and Louis d’Ailleboust became governor. The French 
colony found more pressing demands on its consideration, in 
connection with the establishment of a new Council, pursuant 
to the colony’s first constitutional charter of 1647.4 Corre- 
spondence was carried on for a time, but with the death of 
Governor Winthrop in March, 1649, the project appears to have 
been dropped. 

But the northern colony soon had occasion to seek the as- 
sistance of its southern neighbor. The Iroquois were again on 
the war-path, waging a campaign:of merciless extermination of 


* Francis Parkman, The Old Régime in Canada (Boston, 1890), 308. 

* Hutchinson, The History of the Colony of Massachusets Bay . . . . (Boston, 1764), I, 
166-67. 
‘ Rev. P. F. X. de Charlevoix, op. cit., II., 205, footnote. 
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the other tribes—a campaign which had been threatened in 
1648.5 Under these circumstances, Governor d’Ailleboust sent 
Father Druillettes—a missionary to the Indians, and a man whose 
executive ability was surpassed only by his devotion to his life’s 
work—to Boston to secure, if possible, the co-operation of the 
English in a war against the common enemy, and in defense 
of the friendly tribes. 

The Jesuit Father left Quebec on September 1, 1650, fully 
equipped for the journey, and accompanied by a faithful Indian 
chief, one of the Sillery Christians. Credentials to the New 
England authorities were his only passports. At Coussinoc 
(Augusta), the nearest English settlement, the travelers met 
John Winslow, brother of the colonial agent in England. Wins- 
low, too, had been zealous in his labors for the conversion of 
the savages, and out of love and respect for the “Patriarch,” 
the name by which Druillettes was known in this district, he 
volunteered to accompany him and his red companion to Boston. 
After the Indian chief had, with the customary ceremony, pre- 
sented the agent of the settlement with a bundle of beaver skins, 
the little party set out for the capital of Massachusetts. After 
a tedious journey, during which the Frenchman was under sus- 
picion of the English fishermen as being a Catholic spy, they 
reached: Boston on December 8. Druillettes was at once intro- 
duced to Major-General Gebin (Gibbons), who extended to 
him the hospitality of his home, and the following day presented 
him to the Governor. 

On December 13 the proposal for the alliance was debated 
in secret session by the magistrates of the city. Druillettes, 
however, had represented himself as having a twofold commis- 
sion—“to wit, in the name of Monsieur the Governor of New 
France, at Kebec; and separately in the name of the Savages, 
both the Christians and the Akenebek Catechumens. .. . . As 


5 James Douglas, Old France in the New World (Cleveland [and London], 1906), 305. 

Narré du Voyage faict pour la Mission des Abnaquiois et des connaissances tirés de la 
Nouvelle Angleterre et des dispositions des Magistrats de cette Republique pour le secours contre 
les Iroquois. Le tout par moi Gabriel Dreuillette de la Compagnie de Jésus, in Jesuit Relations and 
Allied Documents (Cleveland, 1899), XXXVI, 82-110. 
” Jesuit Relations and Allied Documents, XXXVI, 8r. 


a 
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ambassador in this latter capacity, he was informed that it would 
be necessary to see the council of the colony at:Plymouth, as 
the Kennebec was under its jurisdiction. Thither he went, and, 
as the priest himself tells us, “the governor of the place, named 
John Brentford, received me with courtesy, and appointed me 
an audience for the next day; and he invited me to'a dinner of 
fish, which he prepared on my account, knowing that it was 
Friday.’’* 

Action, however, must needs be taken by the four states of 
the New England Confederacy. Druillettes did what he could 
to insure a favorable decision, and, after writing a number of 
letters to persons who, he thought, would have an influence in 
the final judgment, he started on his return trip. 

Although in the formal instructions to Father Druillettes 
there seems to have been no mention of a commercial treaty, it 
cannot be doubted that the prospect of such an agreement was 
held out as an inducement to the New England colonies. Ina 
letter to John Winthrop, the Jesuit tells him: 


Our Most Illustrious Governor of Kebec commanded me to offer you in 
his name the most ample Commercial advantages, and considerable compensa- 
tion for the expenses of the war, in order to obtain from New England some 
Auxiliary troops for the defense of the Christian Cannadians [sic] (which 
he has already begun against the Moaghos’), and which through his affection 
for the Christian Savages he wishes to promote, at the same time and by the 
same undertaking, in favor of the Akenebek Catechumens, their allies, who 
are Inhabitants of New England, and the special clients of Pleymouth 
Colony.” 


That Druillettes was confident of the success of his mission 
is shown by his optimistic “Reflexions touchant ce qu’on peut 
esperer de la Nouvelle Angleterre contre I’Irocquois,’’** ap- 
pended to the story of his New England tour. 

Father Druillettes reached Quebec at the beginning of June, 
1651, and about a fortnight later he was sent back, with another 
deputy, :on an errand similar to that from which he had just 

* Jesuit Relations and Allied Documents, XXXVI, 91. 

* I.e., the Mohawks. 


* Ibid., 78-79. 
™ Ibid., 104-11. 
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returned.’ The ambassadors were intrusted with a letter to 
the commissioners of New England asking for their assistance 
against the Iroquois.’* Even if the English would not join in 
the war, it was asked that the French be given permission to 
enlist volunteers, or at least that they be allowed to pass through 
the English colonies as occasion might require. In return the 
envoys were authorized to agree upon a treaty granting to the 
people of New England the trading privileges they desired in 
their letters of the year 1647. The French, however, absolutely 
refused to proceed with a commercial treaty until the matter 
of co-operation against the Iroquois had been settled. 

After weighing the proposals, the commissioners returned 
an unfavorable reply. During a war which the colonists had 
waged against the Pequod tribe, fourteen or sixteen years before, 
the Iroquois had remained neutral, and the English wisely re- 
fused to make war, without provocation, upon a powerful tribe, 
which generally had been friendly. As to granting passage 
through English colonies, it was pointed out that the most direct 
route to the Iroquois country was another way. So far as the 
proposal for a commercial treaty was concerned, the answer of 
the commissioners was as follows: 

That the commissioners conceived the French deputies might proceed 
to settle a trade; but if they thought proper to limit it under such restrictions 


a fitter season for these treaties must be attended, which the commissioners 
would readily improve whensoever it presented.” 


The prospect of a reciprocal trade agreement was undoubt- 
edly held out as a bait to the English colonies. But the French 
had over-reached themselves, and it is not surprising that the 
English refused to incur the hostility of the Iroquois, and to 
endanger their own plantations in order to obtain a paper treaty 
with the French colony—a treaty which, in all probability, 
would have been vetoed by the royal authorities. 

S. Roy WEAVER 

THE UNIVERSITY OF CHICAGO 


" Ibid., 227. It is interesting to note that during both these expeditions Druillettes was 
exposed to arrest as a Jesuit, as provided by the laws of the New England colonies. 

* Rev. P. F. X. de Charlevoix, op. cit., II, 214-15. 
“ Hutchinson, op. cit., 166-71. 











NOTES 


THE CONFERENCE OF THE INTERNATIONAL TAX 
ASSOCIATION 


The October number of the Journal of Political Economy con- 
tained an article by Professor Royal Meeker concerning the fourth 
annual conference of the International Tax Association. Profes- 
sor Meeker says that the conference failed to enlist the interest 
of university teachers of public finance, and in support of this 
assertion states that “only five or six representatives of colleges 
and universities attended the conference, and these declared their 
intention to stay away from future meetings,” thus “leaving the 
association entirely in the hands of state and local tax officials.” 

The publication of the annual volume of proceedings of the 
Tax Association now makes it possible to supply the needed cor- 
rection. That volume shows that seventeen college and university 
representatives attended the conference, so that Professor Meek- 
er’s statement on this point contains an error of some 60 or 70 
per cent. It is true that the representation of the colleges and 
universities was smaller than in previous years, but this is probably 
accounted for by the fact that at the fourth conference the repre- 
sentatives paid their own traveling expenses, whereas in former 
years the expenses of many of them were paid by the president 
of the Tax Association. It would seem fair to say, therefore, that 
the representation of colleges and universities, if not as large as 
could be desired, showed no decrease of interest in the work of 
the Tax Association. 

Concerning representation at future conferences Professor 
Meeker obviously is qualified to speak only for the few college 
and university teachers of whose presence he was aware. Beside 
his statement I wish to place my own testimony that I have at- 
tended all four of the conferences held by the Tax Association, 
and have heard from the college and university teachers present 
many expressions of great interest in the proceedings of the con- 
ference and the general work of the association. It is worth noting 
in this connection that no less than twelve college and university 
teachers are serving upon committees that are to report at the next 
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conference; and that, after all, attendance at convention, involving 
considerable expense and serious interference with vacation plans, 
is not the only test of the interest teachers feel in the work of the 
Tax Association. Perhaps persons who have gone to previous 
conferences believing that theirs is the “mission of saving the 
association from intellectual bankruptcy,” have been disappointed 
with the results of their labors; but I feel confident that most 
others have derived great benefit from the opportunity to confer 
with state and local tax officials and to hear taxation problems dis- 
cussed by the men whose business it is to administer our tax laws. 

In referring to papers read at the last conference by Professor 
Adams and myself, Professor Meeker stated that we had made the 
“profound discovery” that a tax on income or on personal property, 
based on personal declaration, “works admirably so long as the tax 
remains so insignificant in amount that the taxpayer feels no bur- 
den or inconvenience therefrom.” Leaving Professor Adams to 
speak for himself, as he is quite competent to do if he considers it 
worth while, I wish to point out that Professor Meeker has merely 
caricatured my argument. 

In papers read at the second, third, and fourth conferences of 
the Tax Association I have taken the ground that one reason for 
the failure of the tax on personal property in the United States 
has been that it is usually levied at rates which make it equivalent 
to an income tax of 30, 40, and even 50 or 60 per cent; and I have 
urged that better results would be obtained if the rate could be 
fixed at some reasonable and moderate figure which would make 
the tax equivalent to an income tax of 5 or 6 per cent. A rate of 
three or four mills upon the dollar of the capital value is un- 
doubtedly light when compared with the rates now imposed in most 
of our states; but it is light only by comparison with the exorbi- 
tant rates that we now attempt to collect, and only in such com- 
parisons have I ever called it “light” or “low.” Judged by any 
reasonable standard and by the experience of other countries, an 
income tax of 5 per cent is anything but “insignificant in amount” 
or likely to be regarded as “no burden” by the taxpayer. Professor 
Meeker may so consider it ; if so, few students of finance and no tax- 
payers will agree with him. In any case he does not fairly represent 
my views when in place of such terms as “reasonable,” “moderate,” 
and “light,” he substitutes “insignificant” and “no burden.” Equally 
reckless is he when he implies that I have presented my views as a 
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“discovery,” “profound” or otherwise. On the contrary I have 
expressly referred to the principle on which they are based as “a 
mere commonplace with students of finance,” although one usually 
overlooked in discussions concerning the taxation of intangible 
property. Apparently Professor Meeker has quite as much diffi- 
culty in stating fairly the views of an opponent as he has in re- 
porting correctly the number of persons in attendance at a con- 
vention. 
CuarLes J. BuLLOcK 
HARVARD UNIVERSITY 


WASHINGTON NOTES 
THE CORPORATION TAX CASES 
A New Commopities CLAUSE DECISION 
CONGRESSIONAL TARIFF PLANS 
BREAKDOWN OF BANK DeposiT GUARANTY SYSTEM 
AN ANALYSIS OF MANUFACTURED EXPorRTS 
In a decision likely to rank with the income-tax cases of 1894 
and the inheritance-tax cases that arose under the Spanish War 
revenue legislation, the Supreme Court of the United States has 
settled the controversies under the federal corporation-tax pro- 
vision which formed a part of the Payne-Aldrich Tariff Law (Nos. 
407-9, 412, 415, 420, 425, 431, 432, 442, 443, 446, 456, and 457, 
October term, 1910, handed down March 13, 1911). The opinion, 
as delivered by Justice Day, holds that the corporation-tax law 
must be sustained at practically every point claimed by the gov- 
ernment. After reviewing and rejecting the argument that the 
tax provision originated in the Senate and was therefore uncon- 
stitutional, the court takes up the question whether the tax was 
really a levy upon the privilege of doing business and says that 
“while the mere declaration contained in a statute that it shall be 
regarded as a tax of particular character does not make it such 
. nevertheless the declaration of the law-making power is 


entitled to much weight and ... . it is therefore apparent .. . 
that the tax is imposed . . . . upon the doing of corporate . . 
business. This interpretation of the act . ... is sustained by the 


reasoning in Spreckles Sugar Refining Company v. McClain.” The 
court then turns directly to the constitutionality of the law and 
holds that the act does not impose direct taxation upon property 


* Proceedings of Second Annual Conference on State and Local Taxation, 133. 
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solely because of its ownership, but that the tax is within the class 
which Congress is authorized to lay and collect under article 1, 
section 8, clause 1 of the Constitution. Being an excise tax, the 
impost cannot be criticized because of the method of its apportion- 
ment. With regard to the claim that the tax is void because it 
seeks to tax the exclusive right of a state to grant corporate fran- 
chises, the court says that the limitation whereby the means and 
instrumentalities of the states are exempted from federal taxation 
“has never been extended to the exclusion of the activities of a 
merely private business from the federal taxing power although 
the power to exercise them is derived from an act of incorporation 
by one of the states. We, therefore, reach the conclusion that the 
mere fact that the business taxed is done in pursuance of authority 
granted by a state in the creation of private corporations does not 
exempt it from the exercise of federal authority to levy excise 
taxes upon such privileges.” The fact that the tax, while striking 
corporations, does not apply to private competing businesses of 
similar character, is waved aside on the ground that the Constitu- 
tion does not require such uniformity. Even more interesting is 
the view of the court as to the contention that some corporations 
have large investments in securities which are non-taxable, such 
as municipal bonds, etc. Of this the court says “this argument 
confuses the measure of the tax upon the privilege, with direct 
taxation of the estate or thing taxed..... There is nothing in 
these cases contrary, as we shall have occasion to see, to the former 
rulings of this court which held that, where a tax is lawfully im- 
posed upon the exercise of privileges within the taxing power of 
the state or nation, the measure of such tax may be the income 
from the property of the corporation, although a part of such 
income is derived from property in itself non-taxable. The dis- 
tinction lies between the attempt to tax the property as such and 
to measure a legitimate tax upon the privileges involved in the 
use of such property.” A number of other points of considerable 
interest are raised, although rot all that were brought forward 
in the various briefs filed with the court are considered. Those 
just reviewed represent probably the most significant of the posi- 
tions taken by the court. 


In another important opinion the Supreme Court has given 
further interpretation to the “commodities clause” of the Inter- 
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state Commerce Act (No. 536, October term, 1910, handed down 
April 3, 1911). This opinion decides the case of United States 
v. Lehigh Valley Railroad Company and is a sequel to the issues 
disposed of in the so-called commodities clause cases previously 
dealt with. In the former cases the contention of the government 
was that the clause in question prohibited railroad companies from 
moving in the channels of interstate commerce articles or com- 
modities other than the articles excepted by the provision, which 
had been manufactured, mined, or produced by the companies or 
under their authority, or which were at the time of the transporta- 
tion owned by them in whole or in part, or in which the companies 
then or previously had any interest, direct or indirect. The gov- 
ernment, moreover, insisted that these general propositions em- 
braced the movement by the companies in interstate commerce of 
a commodity which had been manufactured, mined, or produced 
by a corporation in which the transporting railroad company was 
a stockholder, irrespective of the extent of such stock ownership. 
The railroad companies in effect defended the suits upon the 
ground that the statute as construed by the government was re- 
pugnant to the Constitution. Summing up its review as to the 
true construction of the commodities clause, the court held that it 
prohibited “a railroad company engaged in interstate commerce 
from transporting in such commerce articles or commodities under 
the following circumstances and conditions: (a) when the article 
or commodity has been manufactured, mined, or produced by a 
carrier or under its authority, and at the time of transportation 
the carrier has not in good faith, before the act of transportation, 
disassociated itself from such article or commodity; (b) when the 
carrier owns the article or commodity to be transported in whole 
or in part; (c) when the carrier at the time of transportation has 
an interest, direct or indirect, in a legal or equitable sense, in the 
article or commodity, not including, therefore, articles or com- 
modities manufactured, mined, or produced or owned, etc., by 
a bona-fide corporation in which the railroad company is a stock- 
holder.” In this case the Supreme Court sends an appeal back to 
the lower court with orders to permit the filing of exceptions and 
an amended bill on behalf of the government, designed to show 
that the Lehigh Valley Railroad Company exerted over the Lehigh 
Valley Coal Company a control which was greater than would 
have been due to the mere fact that the railroad company owned 
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stock in the coal company. This is tantamount to a statement that 
railroad companies may not so use their stock ownership in coal 
companies as practically to defeat the ends of the commodities 
clause of the interstate commerce law, but must separate them- 
selves from their coal holdings in actual fact as well as in theory. 
The Lehigh Valley Coal Company has apparently used its power 
to fix prices and control shipments of coal throughout the region 
served by it in such a way as to exert the same power as had pre- 
viously been used by the railroad company. Recognizing this 
state of affairs, the court finally asserts that where a railroad prac- 
tically owns the stock of a subsidiary company “the use of such 
stock ownership in substance for the purpose of destroying the 
entity of a producing, etc., corporation and of commingling its 
affairs in administration with the affairs of the railroad company, 
so as to make the two corporations virtually one, brings the rail- 
road company so voluntarily acting as to such producing, etc., cor- 
poration within the prohibition of the commodities clause.” 


In opening the congressional session the Democratic party 
now in control of the lower House of Congress has taken action 
definitely blocking out a tariff program which is likely to be of 
large significance. This program includes the early reporting of 
the reciprocity bill recommended by President Taft, the passage 
of a bill carrying large additions to the free list, and the revision 
of the wool and woolens and cotton schedules. Thus far only 
two of these plans have taken official form. The reciprocity bill 
has been presented in the same shape in which it was passed by the 
House at the last session of Congress and was then reviewed in 
this Journal. Added to it, however, is a clause which was not 
then included, in which the President is requested to continue 
further negotiations with Canada looking to the extension of re- 
ciprocally freer trade relations. The second important phase of 
the program now made definite enlarges the free list by providing 
for the addition to it of plows, harrows, cultivators, and all other 
agricultural implements, including repair parts; bagging for cotton, 
gunny cloth, jute fabrics, burlaps, and every material suitable for 
sacking agricultural products; hoop or band iron and steel, cotton 
ties, wire for baling hay, and the like; grain and sole leather, belt- 
ing leather, boots and shoes, saddlery, harness, and similar articles ; 
barb wire, wire rods, fencing, etc.; beef, veal, mutton, lamb, pork, 
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and meats of all kinds; buckwheat flour, corn meal, wheat flour, 
and all prepared cereal foods; timber of all kinds, shingles, and 
other lumber except specially mentioned tropical woods; sewing 
machines, and salt in bulk or bags. This measure is intended to 
meet the charge that an unwarranted attack has been made upon 
the farmers by the adoption of the Canadian reciprocity treaty. 
The Democratic party will now be able to contend that at the same 
time that it has voted to admit agricultural products free from 
Canada it has likewise arranged that the farmer’s fundamental 
necessities shall be admitted free from every part of the world. 
This argument is also to be used in reply to those who attack the 
party for planning a reduction of rates on wool. 


Data lately obtained by the Comptroller of the Currency indi- 
cate the true reason for the movement of banks out of the Okla- 
homa state guaranty system and into the national system. There 
was a rush of national banks into the Oklahoma system some two 
years ago, soon after the Oklahoma bank deposit guaranty law 
had been adopted, but within the past six months more than an 
equal number have applied for readmission to the national system. 
The reason for this movement throws light upon the attitude of 
the public toward the bank guaranty question. It appears that 
depositors have been shifting their funds from state banks to 
national, so that it would be well worth while for a far-sighted 
banker to change his charter in order not to lose business. The 
conditions that have developed in Oklahoma are shown by the fol- 
lowing statement for deposits in national banks: 























— INCREASE OVER Previous YEAR 
Date or BANKS InDIvipuAL Deposits 
Amount Percentage 
February 14, 1908 .. 312 $38,298,247 _ Ree ee 
April 28, 1909...... 242 38,004,192 595,045 1.8 
March 29, 1910..... 221 43,762,447 4,768,255 12.2 
March 7, 1911 ..... 229 48,169,088 4,406,641 10.0 





An important phase of this movement is also seen in the con- 
ditions which have developed in states bordering upon Oklahoma. 
In the eight counties of Arkansas bordering Oklahoma, there were 
on February 14, 1908, sixteen national banks reporting to the 
Comptroller $4,523,000 individual deposits. On April 28, 1909, 
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the deposits in these banks had increased only 72/10 per cent, 
while deposits in other national banks in the state aggregating 
$6,823,000 on the date first mentioned had increased 22% per 
cent. On March 29, 1910, the figures showed an increase in de- 
posits of only 4.7 per cent from April 29, 1909, in the national 
banks of these bordering counties, while the ratio was nearly 
double (or 9.1 per cent) in the other counties. In marked contrast 
to these ratios and indicating reversed conditions, the statistics 
show that the national banks in the border counties referred to in- 
creased their deposits between March 29, 1910, and March 7, 
1911, by over 21 per cent, while the increase for the rest of the 
state was only 12% per cent. 

In Texas, as shown by reports of February 14, 1908, there 
were 67 national banks with aggregate deposits of $15,080,000, 
operating in the 20 counties along the southern and western bound- 
ary of Oklahoma, while there were 460 national banks with over 
$102,250,000 of individual deposits elsewhere in the state. On 
April 28, 1909, the ratio of increase in deposits in the border 
counties was only 0.8 per cent, the increase in the other counties 
being 3.2 per cent. At the end of the second period, March 29, 
1910, the ratio of increase in the border counties of Texas has 
exceeded that in the other counties by 4.1 percent, the percentage 
of gain being 14.6 per cent to 10.5 per cent respectively. 

In Kansas on February 14, 1908, there were 34 national banks 
making reports to the Comptroller in 14 counties adjacent to Okla- 
homa, the individual deposits in these banks aggregating $8,319,- 
ooo. For the rest of the state 170 national banks reported deposits 
aggregating $50,517,000. On April 28, 1909, national banks in 
the border counties gained in deposits 10.7 per cent, while those 
located in the other sections of the state gained 15.4 per cent. 
Opposite conditions prevailed at the end of the next period end- 
ing March 29, 1910: border county national banks gained 10.6 per 
cent, while the ratio for those in the other counties fell to 6.4 per 
cent. At the end of the third period the deposits in the national 
banks of Kansas show a decrease. Comparing the border counties 
with the rest of the state, however, the ratio of decrease was found 
to be less for the border county banks than for those in the other 
counties, being 7.1 per cent against 7.6 per cent. 

The decrease in deposits in Kansas national banks is probably 
due to the fact that depositors were attracted by the inducement 
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of the new guaranty law of that state, but the evidence appears 
conclusive that the bank-deposit guaranty system is practically a 
failure in the eyes of the public where it has been given definite 
trial. There is a chance that the guaranty system of some of the 
western states will be better managed or will meet with more 
fortunate conditions than has that of Oklahoma, but the experi- 
ence in the latter state seems to be symptomatic of what may ulti- 
mately be looked for elsewhere. 


Director E. D. Durand of the Census Bureau has made a 
thorough report upon the government’s statistics of manufactured 
exports. This report has been handed to the Secretary of Com- 
merce and Labor in manuscript form and has not been published. 
It constitutes one of the most complete analyses of present condi- 
tions governing the compilation of export statistics that has been 
prepared. The investigation originated in the fact that certain 
charges against the Bureau were given wide publicity at the time 
of the Pan-American Congress in February. New York importers 
had been supplied with affidavits by former employees of the 
Bureau to the effect that the statistics of manufactures were will- 
fully padded. Dr. Durand’s report completely acquits the Bureau 
of any such acts as were charged by the importers and the ex- 
employees. Its principal value, however, is found in the study of 
the classifications now employed by the Bureau of Statistics, which 
are on the whole approved, and in the analysis it makes of the 
actual trend in the figures for manufactured exports. These fig- 
ures are considered in comparison with those of England, Ger- 
many, and other countries, and the conclusion is arrived at that 
the reported exports of manufactured articles from the United 
States have shown no improbable increase within the past four 
or five years. It is believed that there is nothing in the increase 
in recent years which is inconsistent with the known facts regard- 
ing the general conditions of trade in this country. The movement 
is parallel with that of exports from Great Britain and Germany 
while the relationship between foreign exchange and the statistics 
of imports and exports shows an entirely normal condition. The 
figures show, on the whole, a rather close parallelism during the 
past ten years between the exports of manufactured articles from 
the United States and the total exports of Great Britain and Ger- 
many. The exports of manufactured articles from the United 
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States and of all articles from Great Britain and Germany were 
much less in 1908 and 1909 than in 1907. The year 1910 was a 
great export year for all three countries. Exports of manufactures 
from the United States in 1910 exceeded those for 1907 by 8 per 
cent; Germany’s total exports meantime increased 9 per cent and 
Great Britain’s 1 per cent. Dr. Durand also finds that the new 
census statistics for manufactures in 25 states show that the in- 
crease in production of manufactures corresponds quite closely 
to the increase in exports. While there was a very large increase 
in exports during 1910 as compared with 1908 and 1909, there 
was also a very large increase of imports, and the balance of trade 
in our favor (excess of exports over imports) for the calendar year 
1910 was less than for any other year since 1895, with the single 
exception of 1909. There was no great difference between I910 
and 1909 in this respect, the excess of exports over imports being 
$302,000,000 in 1910 and $253,000,000 in 1909. In every year from 
1898 to 1908 the excess of exports was more than $390,000,000. 
A consideration of the monthly movements of balances of trade 
in comparison with the monthly movement of sterling exchange 
throughout the past two or three years shows also nothing unrea- 
sonable in the present situation as respects exchange and the bal- 
ance of trade. 
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Modern Socialism in Its Historical Development. By Dr. M. TuGan-Baran- 
owsky. Translated from Russian by M. I. RepMount. London: Swan 
Sonnenschein & Co., 1910. 8vo, pp. 232. 

In this work Dr. Baranowsky, professor of political economy in St. Peters- 
burg University, puts forth an expository and critical work that is evidently 
the fruit of deep study and mature thought. For there is a highly synthetic 
character about it, manifested not only in the proportion of its parts and the 
relations between them, but also in the sustained charm of the style. After a 
conspectus of the essence and aim of socialism, there is given the socialistic 
criticism of the present order, followed by a description of the ideal state of 
society by which socialists judge the prevailing one, and then a brief treatment 
of the means of realization. The style, which is clear and forcible, has about 
it a modest simplicity rather novel in works on so controversial a subject. 

There is much about the book to remind one of the last few chapters of 
Kirkup’s History of Socialism, and of the best parts of Sombart’s Socialism 
and the Social Movement. But it surpasses the former in the comprehensive 
unity of its treatment, and the latter in its superior objectivity and naturalness. 
It leaves out many pieces of information Kirkup sees fit to incorporate, and is 
free from an obtrusive skeleton and a note of strain observable in Sombart. 

Though containing an exposition of socialism “in its historical development,” 
the book puts more stress on the critical evaluation of doctrines than upon the 
amassing of facts. It manifests a sublimated common-sense which recognizes 
that the essence of the socialist movement is to be found in its effort toward 
realizing a vision. The vision is here attributed chiefly to the Utopians, who 
are credited with having practically completed it, “at great expenditure of brain 
labor,” before the Marxians came upon the field, so that the latter have been 
able to take it for granted. But the latter have seemed to go farther and 
to deny that there is any vision at all, or at least that any needs to be 
described and consciously held in mind, and have concentrated upon propaganda 
—propaganda inevitably leading to political emphasis upon needs of the moment. 
But what is it, Dr. Baranowsky asks, if not some conception of an ideal state of 
society, that makes any socialist a socialist? When he comes to describe the 
ideal socialistic state, he uses rare discrimination in dealing with the various 
commonwealths that have been put forth, striving with catholicity, but not 
eclecticism, to evolve a whole with proportion, its principles standing forth clearly 
among the details. In this connection he makes a useful and new distinction 
between centralized, corporate, and federal socialism. The Marxians are given 
full credit for their important contributions to tactics, but are called back from 
materialism, and too great absorption in immediate pursuits, to militant service 
in behalf of the ideal, as alone capable of bringing it to realization; they are 
also charged with hampering their cause by grounding their belief in a real 
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exploitation upon a discredited theory of value. To believe in exploitation, Dr. 
Baranowsky says, does not require any particular theory of value; what is re- 
quired is the conviction that society can, and should, be organized more effectually 
for high democratic ends. “From the time when socialistic criticism of the ex- 
isting order began to lean upon the theory of surplus value,” he says (p. 55), 
“the theoretical champions of the historical iniquities became masters of the 
situation.” Could any orthodox economist put it more cogently? But for all 
his rejection of Marxian, and other, exaggerations, Dr. Baranowsky remains an 
example of how enthusiastic a socialist may be—‘a socialist though sane.” Sci- 
entific economists may find something here to ponder over. 

The author seems to fall into scarcely any of the fallacies which we have 
so often refuted in our classrooms and seminaries in the theory of value, except 
perhaps the fundamental one that there is almost complete lack of order in the 
prevailing economic system. But this fallacy can rather easily be forgiven in 
one whose passion it is to see the “order” more consciously directed toward 
moral ends; perhaps some of us have been guilty at times of overstressing the 
orderliness of things as they are. We should feel grateful that Ricardo is not 
saddled with the errors rightfully attributed to Marxians—before and after 
Marx—and that the classical economists generally are neither distorted into own 
fathers of socialistic doctrine, nor castigated as stultified champions of unright- 
eousness. Might it be that the magnanimity of this work may be traceable to its 
having originated at St. Petersburg rather than at some point nearer Berlin? 

The present reviewer, from the point of view of one interested in what is 
and what is just about to be in socialism, and what has been and what is just 
about to be in economic theory, in the narrow sense—and having a cursory 
acquaintance with a good many books on socialism and a rather intimate knowl- 
edge of a few—ranks this book at the head of recent publications designed for 
the intelligent reader, It is also adapted to use as a textbook. It is a pity that 
it lacks an index, and a greater pity that it should be printed on such inferior 
paper, and should contain no less than half a hundred typographical errors. 

Cart E. Parry 

UNIvERSITY OF MICHIGAN 


History of Taxation in Iowa. By Joun E. Brinptey. Iowa Economic His- 
tory Series, edited by BenyamMIn F. SHAmBAUGH. Iowa City: State 
Historical Society of Iowa, 1911. 8vo, 2 vols., pp. xvii+404 and ix+476. 


The growth of state and municipal expenditures in recent years has drawn 
public attention more and more to problems arising from the inequalities of 
existing tax systems; and interest in this topic has been increased by numerous 
reports of public officials, magazine articles, and more pretentious works on the 
subject. If there is to be a continued increase of the burdens of taxation a 
more equitable distribution of those burdens is demanded. Nearly every state, 
however, has its own peculiar problems and the application of the same remedial 
measures in every case is, of course, impossible. Particularly timely, therefore, 
are examinations of the fiscal systems of the different states such as the study 
under consideration. The work, as its title indicates, is chiefly historical, and 
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naturally contains much local history and recounts a great deal of legislative 
procedure; while the notes and references, which are placed in convenient ap- 
pendices covering 182 pages, are very complete. 

The author has divided the study into four parts, the first two of which 
make up Vol. I, while the second volume contains the last two parts to- 
gether with four appendices in which are presented comparative data on tax 
commissions, county assessment, and substitutes for the personal property tax. 
Part I traces the history of the general property tax from the territorial period 
to the present time. That it should have proved a failure, as the author demon- 
strates statistically as well as by the testimony of numerous state officials, is not 
surprising. The reasons assigned for its complete break-down are the planless- 
ness and haphazard character of fiscal legislation and administrative decentraliza- 
tion which came in with the introduction of the township system and persist to 
the present day. 

In Part II Professor Brindley takes up some special problems, such as the 
taxation of banks, public service corporations, insurance companies, inheritances, 
and moneys and credits. Insurance companies have been subject successively 
to a tax on the gross amount of premiums collected, a retaliatory tax, which 
the author characterizes as “cowardly” and “discriminatory,” and, finally, in 
1897, to a complicated tax on gross premiums imposed at different rates accord- 
ing to the location of the home office of the company. In 1896, express com- 
panies, which had previously been assessed under the general property tax, were 
made subject to an exclusive state tax on gross receipts. Four years later this 
law was rendered unworkable by an unfortunate court decision giving munici- 
palities the right to tax the tangible property of the companies. A rigid system 
was substituted under which “express companies pay less taxes in the average 
city of Iowa than the owner of a modest home.” 

The evil effect of decentralized administration is apparent in the collection 
of the collateral inheritance tax which, owing to ex-officio supervision by judicial 
officers, is but indifferently successful. Passing over the subjects of poll and 
license taxes, tax limitations, and tax exemptions in brief chapters the author 
proceeds to a lengthy discussion of the assessment of moneys and credits and 
the “tax-ferret”” system which is employed extensively to discover and place on 
the tax rolls unlisted intangible property. The effectiveness of these ferrets 
in certain localities may be judged from the fact that in one county in the years 
1900 to 1909, inclusive, $295,417 was collected through their efforts. Regard- 
less of the fact that moneys and credits when discovered are liable to taxes that 
are confiscatory, the author holds that an abandonment of the system would be a 
step in the wrong direction (p. 355). 

The history of railway taxation is covered in a most thorough manner in 
Part III. Shares in railways were at first assessed the same as other property, 
but in 1862, owing to fiscal needs, a gross-earnings tax was imposed. In 1872, 
however, wishing to avoid municipal taxation on their terminals, the companies 
combined with the representatives of the rural townships in the general assembly 
to secure a law requiring unit valuation by a state board composed of the gov- 
ernor, the treasurer, the auditor, and the secretary of state. The values ascer- 
tained by this board are distributed to the local taxing districts on the basis of 
the railway mileage within their jurisdictions. This ad valorem system is still 
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in effect. It has two defects: The roads are taxed relatively less than other 
property; and the distribution is unfair to terminal cities which must protect 
the property of the companies and yet can collect only insignificant amounts in 
taxes on the mileage apportionment basis. On the other hand, one out of every 
five of the taxing districts in the state, chiefly rural townships, receives enough 
from the railroads to offset its state tax. 

In the final chapter on general conclusions the author accepts the theoretical 
soundness of the general property tax by saying that it is no better, and no 
worse, than the administrative machinery with which it is assessed, levied, and 
collected (p. 174). Radical changes, such as the abandonment of the tax on 
mortgages, are to be avoided. And the sine qua non of real progress is fiscal 
centralization which is to be accomplished through county assessment and a 
permanent state tax commission. In short, the governmental machinery is more 
in need of reform than are the different taxes now employed. 

F. B. Garver 

Tue UNIVERSITY oF CHICAGO 


Banking Reform in the United States. By O. W. M. Spracue. Cambridge: 
Harvard University, 1911. 8vo, pp. 176. $1.00. 


The four chapters of this book are reprints of the same number of articles 
from the Quarterly Journal of Economics for May, 1909, and February, August, 
and November, 1910. Of these only the first has undergone any considerable 
revision. 

The first chapter presents a suggestive contrast of banking conditions and 
methods in the United States with those in European countries, the author con- 
tending that the notoriously decentralized system of this country precludes the 
successful adoption of a financial institution which, like the central banks of 
Europe, would attempt to exercise control by virtue of an enormous lending power. 

In the second chapter Professor Sprague advances a number of proposals 
looking to a strengthening of the existing banks. These include the. segregation 
of true savings deposits, which may be invested in mortgage loans; a modifica- 
tion of the present reserve policy; and the provision that the issue of clearing- 
house certificates should be conditional upon the equalization of reserves. 

Passing, in the third chapter, to a consideration of note issues, the author 
emphasizes the “harmlessness of bond-secured notes,” and attributes their inelas- 
ticity to the practice of paying interest on bankers’ deposits. Potential dangers, 
however, make a change desirable, and as the author says, “It would be no small 
gain to have severed the entangling alliance between government bonds and 
currency.” Professor Sprague suggests two reforms: the authorization of an 
asset currency of limited volume, and a simple, but what he believes would 
prove an effective, modification of the method of paying interest on bankers’ 
deposits. 

In his concluding chapter the author has outlined a plan for a central bank 
of limited scope. The proposed institution would partake very largely of the 
nature of a central clearing-house, with power to make advances to banks 
whose reserves have been depleted. The author also suggests that it should 
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inaugurate a modified Giro-Verkehr system, restricted at first to transfer among 
the banks themselves. 

Professor Sprague’s point of view is, at the same time, eclectic and con- 
servative. He sees a modicum of advantage in each of the suggestions that 
have been advanced for reform of the national banking system, yet he is sus- 
picious of any radical change. He admits that the system is seriously handi- 
capped by the absence of branch banks, yet branch banking has no part in his 
proposals. “We seem to have made a sort of fetish of the legal percentage of 
reserve....,” but he considers a legal percentage necessary. Rather than 
incur any risk from the adoption of a radical reform, the author prefers to add 
more patches to the proposed system. Although his readers may differ as to 
the effectiveness of his prescriptions, they must agree that Professor Sprague 
has made a most suggestive diagnosis of the weaknesses of the national banking 
system. 

S. Roy WEAVER 


Tue UNIVERSITY oF CHICAGO 


Corporation Finance. By Epwarp S. Meape. New York: D. Appleton & Co., 

1910. 8vo, pp. x +468. 

In his Corporation Finance the author of Trust Finance has added to his 
reputation for wide and intimate knowledge of the internal workings of the 
modern business corporation. Portions of the former work have been reprinted 
here, but the new book is much more comprehensive in scope. Dealing as it does 
with problems which confront the manager of a small company as well as the 
officers of the great trusts, it is a book of greater usefulness. 

The method employed is that of suggestion with reliance upon numerous 
illustrations rather than the dogmatic statement of rules and principles. The 
information set forth is equally valuable to the investor and the company official, 
since the dangers of ignorance and carelessness in financial management are 
significant for both. An interesting passage on the ethics of margin speculation 
and the psychological element which distinguishes this from the cruder forms 
of gambling follows (p. 152): “It is so much like ‘business,’ so much apparently 
depends on the judgment of the buyer and so little on the turn of the wheel or 
the chance of the draw. The speculator’s pulses quicken and slow with the good 
or bad fortune of the nation. He is interested in the crops, in the railroad earn- 
ings, in national elections, and in foreign wars. His profits depend apparently 
upon his own judgment. He is as confident of winning as the gambler with a 
‘system’ is confident of breaking the bank. Moreover, speculation is respectable. 
It is not by all persons considered reputable to play the races; but it is not often 
that one loses caste by playing the stock market. Every class of the population 
is represented among the margin speculators. Business men and professional 
men are found in the better offices; clerks, teachers, ministers, and women fre- 
quent the intermediate grades and the bucket shops.” 

Corporation Finance is designed for a college textbook. The author, there- 
fore, is addressing a scientific clientéle rather than stockholders or officials. 
Moreover, he is endeavoring to organize and classify material in a comparatively 
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new field of formal study, for he breaks away from the ultra-legal point of 
view that has characterized most of his predecessors. He is destined to meet 
that abundance of criticism which falls to the lot of the pioneer. Doubtless 
he is entitled to some charity on this ground. However, in at least two respects 
the work is not well adapted to its purpose as a textbook. This is the more to 
be regretted since the defects are wholly due to a want of care in its preparation. 

The first defect is imperfect organization. The material is there, but it is 
not assorted. One does not always find a close connection between the chapter 
headings and the text below. Besides this it is hard to account for the sequence 
of the chapters. We have “Promotion” at the beginning and “Reorganization” 
at the end,.as we should expect to have, but the arrangement of the rest of the 
thirty-three chapters is much like that of a shuffled deck. Chap. viii is entitled 
“The Issue of Stock”; chap. xxi bears the same title; chap. v is on “The Issu- 
ing of Securities,” while chap. xxiii is labeled “The Issue of Evidences of 
Debt.” Chap. x is on “The Sale of Securities” and chap. xxii deals with “The 
Sale of Preferred Stock.” 

The second defect is inaccuracy of statement and inconsistency in the use 
of terms. We are told (p. 84) that “sinking funds are needful when bonds are 
issued by companies whose business is not plainly of an enduring character. 
Railroad bonds carry no sinking funds.” But on p. 86, “Some of the Burlington 
sinking-fund mortgages contain this provision,” etc. On p. 89, regarding serial 
bonds, that is, bonds maturing at successive dates, we read: “This plan has been 
followed .... because they have been able to employ the method of issuing 
bonds in series,” etc., and again, “ .... they not only exist upon the serial 
plan of issue,’ etc. It is necessary for the argument that these terms, which 
are here italicized, apply to maturities, but no one could tell without a most 
careful consideration of the context that the bonds under discussion were to 
be redeemed on successive dates rather than issued on successive dates. 

Again many readers would object to the use made of the terms “public cor- 
poration” and “private corporation” (p. 169). The former expression the author 
applies to companies whose stock is actively bought and sold, while the latter 
he applies to a company whose stock is closely held. While there may be prece- 
dent for this in the popular financial writing of the day—just as there is prece- 
dent for “intrinsic value’—one is hardly justified, without due apology or defense, 
in giving a new meaning to words which have had a definite technical connota- 
tion from time immemorial. 

In one who has written as much as Professor Meade it is impossible to 
overlook such expressions as (p. 240), “The second method of distributing a 
surplus directly to the stockholders is when a company may have acquired in 
the course of its business certain assets with which it can readily dispense.” 

If the so-called practical phases of economic training are to hold the place 
in the college curriculum to which some of us consider them entitled, a decent 
respect to the opinions of mankind requires that such prima facie evidence of 
merit as a clear and logical statement be not wanting. Without this we shall 
hardly make much headway, however valuable may be the information we offer. 


Murray S. WILDMAN 


Evanston, IL. 
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The Conflict between Individualism and Collectivism in a Democracy. By 
Cuartes W. Exior. New York: Scribners, 1910. Pp. viiit-135. 


This small volume contains three lectures by ex-President Eliot on the 
Barbour-Page Foundation at the University of Virginia. In the discussion here 
given of individualism, it is contrasted not with the usual meaning of “‘collectiv- 
ism,” but a meaning which makes the word practically synonymous with social 
co-operation. It is not intended to contrast individualism with socialism, but 
very adroitly to show that men are tending away from independent self- 
interest toward a widespread policy of co-operation. In the three lectures the 
author traces this tendency, respectively, in Industries and Trades, Education 
and Government. 

If read apart from a remembrance of the author’s impressive personality, 
the substance of these lectures would not excite any particular attention because 
of their freshness or insight. His well-known rigidity of mind appears in his 
economic discussion of labor unions and subjects like laissez faire. His interest 
in economics seems to be greater than his knowledge, and recalls a one-time 
sortie against the tariff, when he was rescued from the grip of the enemy by 
David A. Wells. He defines individualism (p. 67) as “the immediate self- 
interest of the child or its parents.” Elsewhere it is seemingly synonymous 
with free competition (cf. p. 17). A farmer is an “individualist in industry” 
(p. 41). “Employers in the larger industries used to be highly individualistic, 
particularly in England during the Jaissezs-faire period, when large works were 
owned and managed by a family or a small group of partners” (p. 41). Here 
his idea seems to be that individualism was equivalent to small production as 
contrasted with large production in corporate form. Yet division of labor 
should be to him collectivism. What then is the pith of his new word? 
Probably only a form of self-interest, after all. Men learned very early to co- 
operate, in order to obtain greater satisfactions; it was self-interest which 
devised the corporation and introduced large production. And today the agita- 
tion against “the trusts” is but an expression of the same old self-interest, at- 
tempting to secure to the individual the largest opportunity for initiative and 
industrial liberty, unhampered by a power stronger than the individual. The 
author, in short, is superficial, and throws no light on the better understanding 
of this modern problem. 

In his treatment of education, he is suggestive, as always; but Education 
and Government give forth nothing of importance on the fundamental question 
of state interference. 


L. 


The Tariff History of the United States. By F. W. Taussic. 5th ed, 
revised. New York: Putnam, 1910. 8vo, pp. xit+422. $1.50 net. 
This is a new and revised edition of the author’s well-known and valuable 

history of our tariff. To the old edition has been added an excellent chapter, 

originally printed in the Quarterly Journal of Economics, on the Aldrich- 

Payne Act of 1909, thus bringing the book down to date. The author’s study 

of our latest tariff act leads him to the conclusion that although the act as a 
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whole brought no considerable downward revision, nevertheless it is “less 
aggressively protectionist than the previous Republican measures.” The re- 
mainder of the book is similar to the former editions except that the chapter on 
“Some Aspects of the Tariff Question,” which appeared at the end of the 
third and fourth editions, is omitted. 


Work, Wages and Profits. By H. L. Gantr. New York: The Engineer- 

ing Magazine, 1910. 8vo, pp. 194. 

At the present moment when the application of “scientific methods” in the 
management of railroads and other large enterprises is held up before the 
public as a means of effecting economies in those industries, Mr. Gantt’s little 
volume is worthy of special attention. 

The book is addressed to the employing class and is a concise and an 
authoritative statement of how, by a careful study of the conditions and 
methods in an industry, an improvement in its management may be brought 
about whereby the efficiency of labor and wages may be increased, at the 
same time decreasing the expenses of production and the cost of living. The 
chief stress is laid upon the efficiency of labor, which can be increased by the 
application of “scientific methods” in its employment. Increase of wages is 
dependent upon increase of efficiency. The advantage of making wages depend 
on efficiency, the author points out, consists in rendering trade-unionism obsolete 
as a means of raising wages. As a consequence of this, labor troubles and 
disputes will gradually disappear and a relation of harmony will prevail between 
the employing and employed classes. 

These are no doubt highly desirable results to be achieved, but certainly 
there are a number of theoretical and practical difficulties in their way which 
should have been at least touched upon by the author. It is a bold assertion 
that wages depend upon efficiency alone; and it is a sanguine view that the 
conflict of interests of employer and employee can be made to disappear. 


Kapitalistische Organisationsformen in der modernen Grossindustrie. Erster 
Band. Organisationsformen der Eisenindustrie und Textilindustrie in 
England und Amerika. Von THeEoporR VoGELsTEIN. Leipzig: Verlag 
von Duncker & Humblot, 1910. 8vo, pp. xvit+275. M. 6.50. 

This book, the first of a two-volume work on capitalistic forms of organi- 
zation, seeks, through a study of the growth of the iron and textile industries 
in England and the United States, to trace the development of the factors of 
integration, monopolistic concentration, and size of the industrial unit. An 
extensive treatment of these industries in England is followed by a sketch 
of conditions in the United States. The author has gathered his materials 
in part from personal investigations and in part from abundant source material 
to which frequent references are made. The character of the present volume 
leads its readers to await its companion with interest. 
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Our Slavic Fellow Citizens. By Emiry Greene Batcu. New York: Chari- 
ties Publication Committee, 1910. 8vo, pp. xx+536. $2.50. 

This is a thorough presentation of the social and racial characteristics 
of the Slavic people, their economic situation in Europe and America, and the 
influence of their coming on the labor market. The work as a whole is divided 
into two parts, the first ten chapters dealing with Slavic emigration at its 
source, and the remaining eight chapters, with Slavic immigrants in the United 
States. The material is up to date, and is the result of extensive personal 
investigations in Austria-Hungary and the United States. The abundant illus- 
trations, numerous maps, charts, and tables, select bibliography, and full appendix 
give evidence of the completeness of the treatment. 


Lords of Industry. By Henry Demarest Lioyp. New York: Putnam, 

1910. 8vo, pp. 355. $1.50 net. 

This posthumous collection of essays was made by “the author’s literary 
executors,” presumably to place some unpublished and various magazine articles 
before the public in book form. The book is valuable from the historical point 
of view, as the essays, dating from 1881 to 1903, are popular in language 
and bear the same characteristics as the author’s other writings. Assuming 
that the early essays are here presented as unchanged since the date of their 
first issue, one concludes that Mr. Lloyd was somewhat of a prophet. Nat- 
urally there is considerable repetition in the various essays and the book is 
not organic. The author’s solution of the industrial problems discussed is the 
same—government ownership. It does not appear that this book adds materially 
either to the author’s previous glory or to the literature on the subject. 


A Guide to Reading in Social Ethics and Allied Subjects. By Teachers in 
Harvard University. Cambridge, Mass.: Harvard University, 1910. Pp. 
x +265. 


This is a selection and description of books and articles, representing 
contemporary literature on certain phases of social science, and intended es- 
pecially for the use of general readers. The bibliography is presented under 
six general headings: Social Philosophy, Social Institutions, Social Ser- 
vice, The Ethics of Modern Industry, Social Aspects of Religion and Biblio- 
graphical References in Social Ethics, which will indicate the scope of the 
work. 

These in turn are divided into sections, and each section represents the 
work of one of the editors. The special merit of the work, therefore, lies 
in its being the production of a perfect system of division of labor. The 
list is not so large as to cause confusion, yet, for the purpose, it is reasonably 
complete. The division of sections is made on the basis of actual social 
problems; and the material selected, therefore, deals in the main with specific 
questions—a method which should make the book particularly serviceable. 
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The comments on the books listed, besides being informational, are incisive, 
judicious, and well considered. The idea of this volume, carried out with the 
care shown here, well deserves more extended application. 


The Great Illusion. By Norman ANGELL. New York and London: Putnam, 

1910. 8vo, pp. xvit+388. $1.50. 

The title of this book reveals scarcely anything of the nature of its theme. 
For the statement of what “the great illusion’ consists in the reader may 
consult the second chapter of the book. Here we are told that war and 
standing armies are based on the “illusion” that political and military prestige 
results in economic and commercial advantages. According to the author, 
we are living in an age characterized by credit economy in which credit 
and confidence are the real basis of wealth. Furthermore, the nations of the 
world are so interdependent in their commercial relations that any injury to 
the credit of one affects the credit of other nations. The result of all this 
is that confiscation of property or the enrichment of one nation at the expense 
of another is an economic impossibility. There is, no doubt, a certain element 
of truth in this position, but to assume that there is no more substantial 
basis for wealth and prosperity than confidence and credit is to overlook 
weighty economic considerations. Credit may be said to be based on con- 
fidence, but what inspires this confidence is the supposed or actual existence 
of tangible assets. 

The other interesting point brought out in the course of the argu:nent 
is that the struggle for existence and economic competition are not identical. 
That is to say, man’s struggle is not against his fellow-men but against the 
external, physical environment. In this the author follows such men as Novikow, 
Reynaud, and Brouilhet. Upon this assumption no nation can gain anything 
by dispossessing another, even though that were economically possible. Of 
course we know that in modern warfare the conquered people are not destroyed 
nor compelled to vacate their land, but nevertheless there may be a process of 
displacement of the conquered nation continuously going on in a refined and 
surreptitious form of industrial warfare. Japan did not exterminate the 
original inhabitants upon the occupation of Korea and southern Manchuria, but 
the occupation of these territories by Japan may mean that in the end they will 
sustain a race of Japanese instead of Russians or Chinese. It was a case of com- 
petition for perpetuation between these nations and how anyone can deny that 
Japan has the advantage in this competition because of the result of the recent 
Russo-Japanese war, is incomprehensible. The distinction made between the 
struggle for existence and economic competition is untenable, for in the world of 
the present, the one involves the other. 


The Conservation of Water. By Joun L. MatuHews. Boston: Small, Maynard 
& Co., 1910. 8vo, pp. 289. $2.00. 
This book begins with a brief outline of the benefits accruing from conserva- 
tion and especially from the proper care of our water resources. In the re- 
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maining chapters are taken up the subjects of floods and their prevention, 
municipal supply and the purification of rivers, water-power in national develop- 
ment, swamp drainage, irrigation, soil conservation, and navigation. While the 
method of treatment is primarily theoretical, nevertheless much attention is 
given to the practical aspects of the question. The author is an advocate of 
government ownership and his recommendations with regard to the proper policy 
are in this direction. 

It is difficult to see why this work should be called the conservation of water 
any more than the conservation of the soil, which indeed is the object in view. 
Although the writer abstracts from the engineering and political difficulties involved 
in such a movement and one questions whether his estimates would stand economic 
investigation, yet the work on the whole is a mine of information upon the possi- 
bilities in this movement and draws attention to the absurdity of any attempt to 
canalize our rivers without first undertaking the problem of conservation. This 
work is written in an interesting manner and should exercise some influence. 


Our Inland Seas: Their Shipping and Commerce for Three Centuries. By 
J. C. Mus. Chicago: McClurg & Co., 1910. 8vo, pp. ix+380. $1.75 
net. 

This book is a fascinating presentation of the conditions and value of 
lake shipping, treated in its historical connections. The origin and discovery of 
the Great Lakes is admirably interwoven with the romance of early American 
history. The transition from one stage of naval architecture and of power 
to another is related not only to technical inventions but also to such 
economic conditions as railroad competition. 

Water transportation has had an important influence on industrial devel- 
opment. It has conditioned the exploitation of the whole Superior region, 
and made northern Ohio the center of the iron and steel industry of the world. 
During the last decade lake commerce has more and more resolved itself into 
classes, which tendency has resulted in specialization of types of vessels. 
The author recommends the Georgian Bay Canal project as a means of securing 
a short, through-water route for the grain of the Canadian West. He further 
approves of all aid to the development of these inland waterways which he 
thinks have great economic possibilities. We would hesitate, however, to make 
this generalization so comprehensive as the author suggests. This study of the 
economic aspects of the problem is inadequate. A defect of the book is the con- 
stant introduction of material which is almost wholly irrelevant. The description 
of Indian life, much of the story of La Salle and the “king of the mormons” 
as well as the Fenian raid of 1864, and the chapter on “Early Steam Navi- 
gation,” while most interesting, are unnecessary and obscure the purpose of the 
book. The illustrations are numerous and well chosen. 








